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DEPARTMENT  OF  VETERANS  AFFAIRS  AND 
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THURSDAY,  MARCH  10,  1994 

U.S.  Senate 
Committee  on  Veterans'  Affairs 

Washington,  DC. 

The  Committee  met,  pursuant  to  notice,  at  2:25  p.m.  in  room 
SR-418,  Russell  Senate  Office  Building,  Hon.  John  D.  Rockefeller  IV 
(Chairman  of  the  Committee)  presiding. 

Present:  Senators  Rockefeller,  Akaka,  and  Murkowski. 

Also  present  (stafO:  Jim  Gottlieb,  chief  counsel/staff  director; 
Margaret  M.  Morrow,  counsel;  Valerie  A.  Kessner,  counsel;  and  John 
H.  Moseman,  minority  staff  director/chief  counsel. 

Senator  MURKOWSKI.  Let  me  apologize  for  the  delay,  gentlemen. 
Senator  Rockefeller  will  be  here  very  shortly.  Things  have  become 
somewhat  confused  as  a  consequence  of  the  extended  tribute  to 
Senator  Robert  B3rrd  and  the  fact  that  we  also  have  a  minority  caucus 
going  on  now.  But  as  the  ranking  member,  I  am  going  to  exercise  the 
prerogative,  in  deference  to  those  of  you  who  might  be  inclined  to 
take  every  word  of  my  opening  statement  and  reflect  on  it,  to  start 
the  hearing  now  so  we  can  make  the  best  use  of  our  time. 

OPENE^G  STATEMENT  OF  SENATOR  MURKOWSKI 

Let  me  thank  you,  Mr.  Secretary,  for  being  here  today.  It  is  nice  to 
see  so  many  other  interested  participants  as  well.  We  are  here  to 
address  the  budget  for  veterans  benefits  and  veterans  programs.  Of 
course,  budgets,  theoretically  at  least,  are  created  in  an  atmosphere 
of  compromise.  What  you  think  of  the  budget  depends  on  how  you 
come  out  on  the  compromise.  But  nevertheless,  from  time  to  time  in 
budgeting,  there  is  a  collision  with  the  reality  of  limited  resources. 
That  collision  is  something  that  we  all  have  to  live  with  and  somehow 
we  manage  to  do  it. 

This  year  both  Congress  and  the  Department  of  Veterans  Affairs 
face  that  reality  when  comparing  last  year's  budget  with  this  one.  The 
budget  plan  for  the  Government  allows  no  increases  in  the  Federal 
discretionary  spending  in  1995.  I  see  some  of  you  shaking  your  heads, 
so  I  assume  that  is  relatively  accurate.  Because  we  are  in  a  real 
world  of  restricted  spending,  both  VA  and  the  Committee  are  going 
to  have  to  use  the  best  of  our  resources  to  get  us  as  close  as  we  can 


with  regard  to  the  obUgation  we  have  and  the  availabihty  of  funds, 
because  we  have  certain  goals  that  we  want  to  accomphsh. 

Obviously,  meeting  those  goals  involves  the  input  of  an  awful  lot 
of  people,  not  just  VA,  not  just  the  Committee,  not  just  the  Congress, 
but  the  veterans  organizations  themselves,  and  I've  repeated  this 
time  and  time  again.  They  are  the  best,  if  you  will,  and  sometimes, 
unfortunately,  the  most  reluctant  sources  of  input  for  bringing  about 
greater  efficiency.  Sometimes  that  efficiency  is  misinterpreted  to  be 
a  reduction  of  services  as  opposed  to  changing  focus  on  priorities  of 
services.  But  again,  I  would  challenge  the  veterans  organizations  to 
implement,  initiate,  improvise,  and  consider  that  there  are  probably 
new  and  better  ways  to  provide  services  to  veterans. 

In  any  event,  I  intend  to  ask  some  questions  today.  I  don't  suspect 
you  are  going  to  have  all  the  answers,  but  I  would  appreciate 
responses  for  the  record.  Questions  as  to  why,  for  example,  VA 
proposes  to  commit  $86  million  to  acute  inpatient  hospitals  with  a 
total  projected  cost  of  over  $429  million,  when  really  it  appears  from 
the  testimony  of  VA  that  outpatient  care  is  VA's  unmet  need.  Yet  the 
budget,  according  to  my  evaluation,  contains  and  allocates  no  funding 
for  outpatient  clinics.  Is  that  correct,  Mr.  Moseman? 

Mr.  MoSEMAN:  Yes,  except  that  there  is  an  investment  fiind  in  the 
Clinton  health  care  plan. 

Senator  MURKOWSKI.  Except  for  a  proposed  investment  fund  in  the 
Clinton  health  plan,  which  perhaps  you  folks  would  be  able  to 
elaborate  on. 

But  in  any  event,  I  think  this  inconsistency  cries  for  an  explana- 
tion, because  we  both  know  that  there  are  hospitals  that  are 
underutilized,  we  both  know  that  we  face  the  dilemma  of  how  to  fold 
in  the  VA  system  along  with  other  agencies,  including  the  Indian 
Health  Service,  and  perhaps  down  the  line  the  Department  of  Defense 
to  some  extent,  into  the  overall  health  care  plan  that  ultimately  will 
be  adopted.  And  that  is  going  to  be  a  challenge  to  all  of  us.  The 
necessity  of  building  new  hospitals  during  this  timeframe  I  guess 
escapes  the  Senator  from  Alaska.  I  know  VA  hopes  to  use  funding 
proposed  in  health  care  reform  to  construct  or  expand  outpatient 
clinics;  I  am  aware  of  that. 

I  am  also  concerned  about  the  administration's  proposal  to  reduce 
funding  for  medical  research  by  $41  million.  I  know  you  have  to  show 
restraint  somewhere;  maybe  that  is  the  right  place  to  do  it,  but  I 
don't  know  why.  Research  opportunities,  of  course,  are  one  of  the 
major  factors  in  attracting  the  quality  medical  professionals  who 
would  otherwise  perhaps  reject  the  salary  range  or  the  future  of 
practicing  within  VA.  But  because  of  VA's  expertise  in  medical 
research,  you  are  able  to  attract  the  very  top  caliber.  It  has  been 
suggested  that  VA  needs  every  force  multiplier  it  can  get.  I  believe  I 
am  correct  in  this  evaluation,  that  for  the  second  year  in  a  row,  VA 
has  seen  fit  to  reduce  the  caliber  of  one  of  the  most  efficient  programs 
VA  has  in  its  arsenal,  and  that  is  primarily  in  medical  research,  of 
course. 

I  look  forward  to  your  explanation  of  VA's  response  to  what  we've 
talked  about  before,  the  unacceptable  and  out  of  control  benefits 
claims  backlog.  I  know,  John,  that  you  accepted  the  challenge  of 


leadership  of  VBA  [Veterans  Benefits  Administration]  with  a  great 
deal  of  eagerness  and  conviction,  but  I  understand  now  that  in  this 
budget  proposal  there  is  a  staff  reduction  of  622  people  in  VBA.  I 
don't  know  how  you  are  going  to  handle  this.  Maybe  you  have  got  a 
magician  or  two  tucked  away  somewhere,  but  you  might  have  to  use 
them  if,  indeed,  you  are  going  to  have  that  kind  of  a  reduction  and 
still  face  the  claims  backlog.  I  would  be  the  last  Member  to  suggest 
that  we  can  solve  all  of  VA's  problems  by  simply  throwing  money  and 
people  at  them,  but  I  don't  see  how  reducing  the  staff  by  that 
significant  amount  is  going  to  address  a  backlog  of,  I'm  told,  nearly 
600,000  cases  and  moving  towards  a  million  cases. 

So  I  wish  you  well,  my  friends.  Be  assured  that  we  in  the  minority 
look  forward  to  working  with  you  to  address  the  challenges  that  are 
dictated  by  the  fiscal  realities  of  Government  today.  I  am  told  that 
our  current  debt  is  $4.5  trillion,  and  that  we're  borrowing  somewhere 
in  the  area  of  $212  billion  now  to  pay  interest  on  that  debt.  That  $212 
billion  doesn't  provide  a  single  new  job  or  provide  a  new  service  or 
benefit  to  VA.  So  if  we're  borrowing  to  pay  the  interest  on  the  debt, 
you  don't  have  to  be  a  high  financier  to  know  that  we  have  to  take 
some  corrective  action,  and  that's  what  is  happening  now.  So  you 
folks  are  expected  to  somehow  make  it  work  with  less.  I  wish  you 
well. 

[The  prepared  statement  of  Senator  Murkowski  appears  on  page 
38.1 

Senator  MURKOWSKI.  Why  don't  we  start  the  testimony  now,  and 
when  the  Chairman  comes  in,  we  will  stop  for  his  opening  statement. 

Mr.  Secretary. 

STATEMENT  OF  HON.  JESSE  BROWN,  SECRETARY  OF 
VETERANS  AFFAIRS  ACCOMPANIED  BY  HERSHEL  GOBER, 
DEPUTY  SECRETARY;  JOHN  FARRAR,  M.D.,  ACTING  UNDER 
SECRETARY  FOR  HEALTH;  R.  JOHN  VOGEL,  UNDER 
SECRETARY  FOR  BENEFITS;  JERRY  BOWEN,  DIRECTOR, 
NATIONAL  CEMETERY  SYSTEM;  MARY  LOU  KEENER, 
GENERAL  COUNSEL;  D.  MARK  CATLETT,  ASSISTANT 
SECRETARY  FOR  FINANCE  AND  INFORMATION  RE- 
SOURCES MANAGEMENT;  SHIRLEY  CAROZZA,  DEPUTY 
ASSISTANT  SECRETARY  FOR  BUDGET 

Mr.  Brown.  Thank  you  so  much,  Mr.  Chairman.  I  appreciate  this 
opportunity  to  present  to  you  the  President's  1995  budget  request  for 
the  Department  of  Veterans  Affairs.  VA's  budget  of  $37.8  billion 
represents  an  increase  of  $1.3  billion  over  last  year.  VA  is  one  of  only 
seven  departments  requesting  increases  in  both  budget  authority  and 
outlays  above  the  1994  levels. 

While  that  is  a  fact,  Mr.  Chairman,  I  am  not  going  to  sit  here  and 
tell  you  this  is  a  great  budget,  for  that  is  not  the  case.  The  truth  is 
this  is  a  tough  budget.  However,  when  viewed  in  the  context  of  the 
current  economic  realities,  it  takes  on  a  different  light — realities  like 
the  Omnibus  Budget  Reconciliation  Act  of  1993,  which  essentially 
froze  Federal  discretionary  spending  at  the  1993  level,  and  realities 
like  the  administration's  commitment  to  reduce  the  Federal  debt,  as 


you  pointed  out,  and  the  deficit  which  includes  reducing  Federal 
employment  by  252,000. 

While  recognizing  the  importance  of  these  national  priorities,  we 
did  not  hesitate  to  fight  for  the  resources  needed  to  provide  adequate 
services  for  our  veterans.  This  effort  extended  to  an  appeal  directly 
to  the  President  which  resulted  in  a  substantial  increase.  VA's  budget 
contains  $16.1  billion  for  medical  care,  which  is  a  $500  million 
increase  over  last  year.  And  VA  received  special  consideration  with 
respect  to  employment  levels.  We  will  not  be  required  to  take  the  full 
reduction  that  had  been  targeted  for  1995  as  part  of  the  administra- 
tion's streamlining  effort.  Without  this  exemption,  our  FTE  would 
have  been  reduced  by  9,500  instead  of  5,000. 

With  careful  management,  our  budget,  especially  when  linked  with 
funds  for  the  Health  Security  Act,  will  allow  us  to  fulfill  our  commit- 
ment to  our  Nation's  veterans  and  their  families.  We  had  tough 
decisions  to  make.  Those  decisions  were  guided  by  one  principle: 
minimize  any  direct  impact  on  veterans.  As  a  result,  major  construc- 
tion and  research  will  absorb  reductions. 

As  noted,  medical  care  will  increase  by  $500  million.  With  those 
funds,  we  will  treat  27,000  more  veterans  in  1995  than  we  will  this 
year.  Access  to  VA  medical  care  will  be  expanded.  In  1995,  we  will 
open  a  new  hospital  in  Florida,  five  nursing  homes,  and  three  clinics. 
And  as  we  prepare  for  health  care  reform,  we  are  anticipating  support 
from  the  investment  fund  which  will  inject  an  additional  $3.3  billion 
into  the  VA  medical  system  over  the  next  3  years. 

With  passage  of  the  Health  Security  Act,  the  first  $1  billion  will  be 
available  in  fiscal  year  1995.  Among  the  projects  to  be  funded  from 
that  first  installment  are  eight  new  ambulatory  care  centers.  The 
investment  fund  dollars  demonstrate  yet  another  commitment  to  VA 
by  the  administration  and  will  provide  the  necessary  funding  to 
prepare  VA  for  health  care  reform. 

VBA  will  not  take  cuts  in  its  claims  adjudication  function. 
Modernization  will  move  forward  into  its  final  phase  so  that  we  can 
better  address  the  trend  toward  increasing  backlogs  and  claims 
processing.  We  will  also  pursue  a  variety  of  recommendations  of  the 
recent  blue  ribbon  commission  on  improved  claims  processing  in  the 
coming  year.  And  pending  legislation  will  allow  the  Board  of 
Veterans'  Appeals  to  implement  single-member  decisions  which  would 
increase  EVA  productivity  by  27  percent. 

This  budget  will  permit  an  expansion  in  the  National  Cemetery 
System.  This  will  include  a  slight  increase  in  employment  and  the 
construction  of  a  new  cemetery  in  Seattle.  We  are  also  proceeding 
with  land  acquisition  for  four  additional  new  cemeteries. 

Mr.  Chairman,  yesterday  you  introduced  five  bills  dealing  with 
benefits  adjudication.  I  want  you  to  know  I  very,  very  much  appreci- 
ate your  indepth  interest  in  these  matters  and  your  contributions  to 
making  improvements  in  the  system.  In  fact,  in  going  over  those  bills, 
it  is  clear  that  we  were  already  on  target  as  a  direct  result  of  the 
input  received  from  our  service  organizations  and  the  top  level 
officials  who  made  recommendations  directly  to  us  and  our  blue 
ribbon  panel.  I  am  so  pleased  you  have  taken  this  initiative.  There  is 
no  doubt  they  are  going  to  be  beneficial  to  our  system  as  we  look  for 


ways  to  manage  the  problems  we  have  in  getting  timely  service  to  our 
veterans  and  their  families. 

I  also  want  to  take  advantage  of  this  opportunity  to  thank  you  for 
moving  ahead  with  the  Board  of  Veterans'  Appeals  legislation 
allowing  single-member  decisions. 

Mr.  Chairman,  our  goal  remains  the  same,  and  that  is  providing 
the  best  service  we  can  give  to  America's  veterans.  You  can  be  sure 
we  will  be  doing  everything  in  our  power  to  honor  that  commitment 
in  the  coming  months  and  years. 

Mr.  Chairman,  this  concludes  my  statement.  I  will  now  respond  to 
any  questions  you  or  members  of  the  Committee  may  have. 

[The  prepared  statement  of  Secretary  Brown  appears  on  page  40.] 

Chairman  ROCKEFELLER.  Thank  you.  Secretary  Brown.  I  appreciate 
that  very  much.  And  I  appreciate,  as  I  always  do,  Senator  Murkowski 
bailing  me  out,  as  he  so  often  has  to  do. 

Senator  MURKOWSKI.  Not  very  often,  just  when  you  drive  in  in  the 
morning.  [Laughter.]  You  are  all  right  in  the  afternoon. 

Chairman  ROCKEFELLER.  Actually,  I  was  at  a  luncheon  for  Robert 
C.  Byrd,  and  the  thought  of  leaving  a  luncheon  for  Robert  C.  Byrd 
early  didn't  really  cross  my  mind  very  long.  [Laughter.] 

OPENING  STATEMENT  OF  CHAIRMAN  ROCKEFELLER 

There  are  a  few  things  I  don't  like  in  this  budget,  which  you  don't 
like  either.  Secretary  Brown,  and  I  specifically  refer  to  a  deal  we 
made  with  the  Administration  and  0MB  on  investment  money,  new 
money  that  would  put  our  veterans  hospitals  in  a  more  competitive 
position.  They  have  taken  some  of  that  money  and  they  have  put  it 
in  another  account,  and  we  can't  let  them  get  away  with  that.  That's 
number  one.  And  they  know  exactly  what  they've  done  and  they  are 
very  much  on  record  as  agreeing  to  that  $3.3  billion.  I  am  settling  for 
nothing  less  than  that. 

Secondly,  obviously  we've  had  FTE  cuts  in  medical  care  which  are 
dangerous,  to  say  the  very  least,  and  I  want  to  talk  about  that. 

And  then  finally,  there  is  the  whole  question  of  medical  research. 
I  grow  worried  about  that,  even  if  we  succeed  in  getting  that  money 
back,  as  I  suspect  we  will.  It  bothers  me  that  we  have  to  fight  that 
battle  every  year.  Because  if  we're  sending  out  a  message  that  we 
have  to  fight  to  get  our  research  dollars  back  each  year,  people  out 
there  who  are  looking  at  VA  in  terms  of  whether  or  not  we  can 
continue  to  attract  the  best  talent  are  not  going  to  be  happy  that  each 
year  we  have  to  fight  to  get  that  research  money  back.  But  fight  we 
will,  and  succeed  we  will,  I  think,  also. 

We  had  a  hearing  on  health  care  reform  in  the  States  and  we 
heard  testimony  that  VA  medical  centers  will  need  startup  money  to 
enable  them  to  compete  under  the  Clinton  health  proposal,  should  it 
pass,  and  I  am  hopeful  and  believe  that  it  will.  I  know  that  VA  is 
attempting  to  allocate  money  for  State  pilot  programs,  but  all  50 
States  are  going  to  need  startup  funds  to  compete  under  national 
health  care  reform,  and  there  actually  isn't  any  money  for  that  in  the 
fiscal  year  1995  budget,  is  there? 

Mr.  Brown.  No,  sir. 

Chairman  ROCKEFELLER.  So  they  don't  really  have  a  way. 


6 

Mr.  Brown.  No.  This  is  a  strange  budget  scenario  that  we  have  for 
1995,  Mr.  Chairman,  in  the  sense  that  technically  the  1995  budget 
proceeds  as  if  there  will  not  be  any  national  health  care  reform.  It 
incorporates  a  continuation  of  the  past.  The  only  link  with  national 
health  care  reform  is  a  link  that  we  made  in  it  to  the  investment 
fund,  as  you  so  rightly  pointed  out.  We  hope  to  fund  eight  of  our 
ambulatory  health  care  projects  out  of  that  fund.  So  it  is  strange  in 
the  sense  that  we  are  moving  forward  as  if  nothing  is  going  to  happen 
in  1995  and  1996,  when  we  know  we  will  have  some  type  of  health 
care  reform.  But  it  is  not  technically  reflected  in  this  budget. 

Chairman  ROCKEFELLER.  And  it  is  also  true  that  we  reach- 
ed— when  I  say  "we"  I  mean  "me" — a  very  solemn  agreement  on 
which  there  was  substantial  and  vigorous,  shall  we  say,  discussion 
between  Ira  Magaziner  and  me.  It  also  involved  Mr.  Panetta  at  0MB, 
and  we  reached  an  agreement  on  how  much  money  was  going  to  be 
set  aside  for  an  investment  fund.  And  when  I  reach  an  agreement,  I 
consider  that  agreement  cannot  be  broken.  I  hold  the  administration 
responsible — and  I'm  not  sajdng  this  to  you,  I'm  just  sajdng  this  past 
you  to  others — that  when  they  make  an  agreement,  they  keep  that 
agreement. 

So  as  far  as  I  am  concerned,  that  investment  fund  is  our  way  of 
being  able  to  compete  with  non-veterans  hospitals  under  health  care 
reform  and  give  the  24  million-plus  veterans  who  do  not  now  qualify 
for  VA  care  a  chance  to  choose  between  a  VA  hospital,  bringing  their 
funding  streams  with  them,  or  a  non-VA  hospital — but  at  least  it  will 
be  the  veteran's  selection.  We  have  to  improve  in  some  areas,  in 
women's  services  and  other  areas,  and  that  is  what  that  money  is  for. 
That  is  what  it  was  laid  aside  for  and  that  was  agreed  to.  That  was 
an  agreement  between  myself  as  a  United  States  Senator  and  Ira 
Magaziner  and  Leon  Panetta  and,  presumably,  the  President  of  the 
United  States  of  America.  And  I  guarantee  you  that  Mrs.  Clinton 
knew  about  all  of  this.  So  this  is  a  solemn  promise  as  far  as  I  am 
concerned.  This  is  an  agreement  which  we  are  going  to  see  fulfilled. 
You  won't  argue  with  me  on  that  too  much,  will  you? 

Mr.  Brown.  No,  Mr.  Chairman.  For  the  record,  I  want  to  thank 
you  for  your  efforts  on  behalf  of  our  Nation's  veterans  because,  in 
fact,  we  would  not  even  be  debating  the  $3.3  billion  if  it  were  not  for 
your  direct  intervention. 

Chairman  ROCKEFELLER.  We  can't  compete  in  the  Nation's  health 
care  system  unless  we  have  that  kind  of  money.  So  this  wasn't  any 
sort  of  a  favor  on  my  part.  We  have  to  have  that  extra  edge  and  they 
recognized  that.  And  that  was  clear  all  the  way  throughout,  that  we 
would  get  that  extra  edge.  We  wouldn't  get  it  forever,  but  we  would 
get  it  at  the  beginning  and  it  would  give  us  a  chance  to  catch  up. 

[The  prepared  statement  of  Senator  Rockefeller  appears  on  page 
37.] 

Chairman  ROCKEFELLER.  I  notice  the  arrival  of  Senator  Akaka, 
who,  other  than  Senator  Murkowski,  spends  more  time  here  than 
anybody.  So  my  general  view  is  that  whenever  Senator  Akaka  comes, 
if  he  wants  to  say  anything,  ask  any  questions,  make  any  statements, 
the  floor  is  his. 


OPENING  STATEMENT  OF  SENATOR  AKAKA 

Senator  Akaka.  Thank  you  very  much,  Mr.  Chairman. 

Secretary  Brown,  Mr.  Gober,  and  other  representatives  of  the 
Department,  I  want  to  add  my  welcome  to  this  hearing.  We  reahze 
that  this  is  a  difficult  year.  We  know  that  we're  limited  by  last  year's 
budget  reconciliation  agreement.  I  am  concerned  about  VA's  tight 
fiscal  year  1995  budget.  We  are  hoping  that  through  priorities  that 
health  care  reform  and  homeless  veterans  programs  and  other  high 
priority  initiatives  may  be  considered  in  the  budget.  The  downsizing 
of  the  administration's  plan  combined  with  the  cutbacks  in  construc- 
tion, research,  and  other  key  areas  will  make  it  difficult  for  you  and 
for  us.  But  we  still  have  a  job  to  do  out  there.  I  won't  go  any  further, 
Mr.  Chairman,  because  I  would  like  to  get  to  some  questions. 

In  closing  my  statement,  I  would  like  to  note  that  this  is  the 
second  budget  hearing  you  have  presided  over,  Mr.  Chairman.  In  the 
year  since  you  assumed  this  chairmanship,  you  have  brought 
tremendous  energy  and  intelligence  to  your  job  and  the  chairmanship 
of  this  Committee.  I  just  want  to  say  that  your  hard  work  is  appreci- 
ated by  this  Senator  and  I  am  sure  by  all  of  us  in  this  room.  I  want 
to  thank  you  for  the  record. 

When  it  is  convenient,  I  would  like  to  address  some  questions. 

[The  prepared  statement  of  Senator  Akaka  appears  on  page  37.] 

Chairman  ROCKEFELLER.  You  go  right  ahead.  And  I  appreciate 
what  you  have  said.  I  will  not  argue  you  on  the  energy;  I  leave  the 
intelligence  up  to  Jim  Gottlieb  and  John  Moseman.  [Laughter.] 

Senator  Akaka.  Mr.  Secretary,  the  fiscal  year  1995  budget  request 
calls  for  reducing  medical  research  funding  by  $41  million.  How  is 
this  reduction  consistent  with  the  previous  statements  you  have  made 
asserting  that  VA  affiliations  with  universities  and  other  research 
teaching  institutions  will  be  enhanced  under  health  care  reform? 

Mr.  Brown.  First  of  all.  Senator  Akaka,  I  want  you  to  know  that 
my  request  for  research  was  $275  million.  It  came  back  at  $206.  And 
in  the  mix  of  the  resources  that  were  made  available  to  us,  we  had  to 
prioritize  our  efforts.  As  a  result,  medical  research  came  out  at  $211, 
as  reflected  in  the  budget. 

We  are  going  to  have  to  absorb  about  800  FTE  and  eliminate 
between  500  and  550  projects. 

These  are  the  end  results  of  a  tough  decision  process  we  had  to  go 
through.  It  was  just  simple  economics.  We  had  one  basic  philosophy, 
sir,  that  was  guiding  us  through  this  whole  process.  I  wanted  to 
minimize  the  impact  on  direct  service  to  our  veterans.  When  I  said 
"direct  service,"  I  am  talking  about  hands-on;  I'm  talking  about  the 
doctors  at  the  beds,  the  nurses  at  the  beds,  all  of  the  various  clinical 
support  staff  needed  in  order  for  us  to  move  forward  in  providing 
quality  health  care. 

At  the  same  time,  this  is  not  to  say  that  I  do  not  recognize  how 
important  research  is  in  our  efforts.  It  allows  us  to  attract  the  best 
and  the  brightest,  it  allows  us  to  be  able  to  use  their  talent  not  only 
to  improve  the  quality  of  life  for  our  veterans,  but  also  the  entire 
world.  This  reduction  is  not  an  indication  that  we  are  not  committed 
to  maintaining  research  as  part  of  our  overall  programs.  I  think  that 
is  a  very  important  process.  A  lot  of  people  have  asked  me  if  this  is 
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a  signal  that  research  will  be  a  thing  of  the  past.  No,  it  is  not.  It  just 
simply  reflects  the  fact  that  we  do  not  have  enough  money.  We  had 
to  prioritize  the  resources  that  we  had  and  I  wanted  to  do  everything 
I  could  to  minimize  the  direct  impact  on  not  only  medical  care,  but 
also  benefits.  And  so  that  is  how  it  worked  out. 

Senator  Akaka.  Over  the  next  5  years,  Mr.  Secretary,  VA  is 
planning  to  eliminate  27,000  positions.  This  year,  if  my  information 
is  correct,  approximately  5,000  positions  are  expected  to  be  elimi- 
nated. Could  you  explain  how  these  job  cuts  are  to  be  distributed  at 
the  local  level?  Will  they  be  across-the-board  or  on  a  case-by-case 
basis? 

Mr.  Brown.  First  of  all,  Senator  Akaka,  we  got  an  exemption.  It 
is  not  cast  in  concrete  that  we  are  going  to  have  to  absorb  27,000.  We 
are  still  working  very  hard  with  the  administration,  bringing  to  their 
attention  at  every  opportunity  that  we  are  running  a  health  care 
delivery  system  and  that  you  cannot  take  an  arbitrary  formula  and 
apply  it  across-the-board  without  having  adverse  consequences.  My 
deputy,  Hershel  Gober,  is  working  very,  very  closely  and  very,  very 
hard  with  the  administration,  trying  to  bring  some  sense  of  reality  on 
exactly  what  will  be  our  cuts. 

But  in  any  event,  under  the  original  scenario,  we  would  have  had 
to  absorb  about  9,500  FTE  reductions  in  1995.  We  got  exempted  from 
4,500  of  those.  That  means  we  are  going  to  have  to  absorb,  as  you  so 
rightly  pointed  out,  5,000.  The  question  thus  becomes  how  are  we 
going  to  do  that.  If  you  break  that  down,  the  equates  to  about  3,600 
in  our  health  care  account  and  about  622  in  VBA.  We  are  not  going 
to  absorb  any  whatsoever  in  our  cemetery  service. 

We  plan  to  do  it  by  contracting  out  some  personal  services  that  can 
be  acquired  at  the  same  or  less  cost.  Services  such  as  transcription 
and  coding,  groundskeeping  services,  drawing  blood,  ambulatory 
services,  resident  trainees  are  examples.  And  to  give  you  a  couple  of 
other  examples:  In  Chicago  we  have  three  facilities  within  maybe  a 
three-mile  radius  of  each  other — Chicago  West  Side,  Lakeside,  and 
the  Regional  Office.  Each  has  its  own  personnel  division.  We  don't 
need  three  personnel  divisions  in  Chicago;  we  think  we  may  need  only 
one.  So  those  are  the  kinds  of  things  we  are  going  to  look  at  to 
accomplish  that  goal. 

There  are  some  other  management  improvements  we  think  we  will 
be  able  to  make.  For  instance,  our  current  services,  based  on  many 
years  of  experience,  work  out  to  about  $611  million.  When  we  back 
out  about  $162  million  for  pa3nroll,  we  don't  need  as  much  money  for 
payroll  adjustments  as  we  did  in  the  past;  a  slight  increase  of  about 
$30  million  for  inflation;  for  facility  activation,  another  $7  million.  We 
are  going  to  back  out  an  equipment  adjustment  of  about  $95  million; 
real  estate  rental,  another  $90  million.  All  of  which  comes  to  a 
subtotal  of  $310.  So  we're  still  $111  million  from  where  we  need  to  be, 
and  what  are  we  going  to  do  in  order  to  make  that  up? 

We  think  we  can  do  it  by  initiating  management  improvements 
that  will  allow  us  to  decrease  our  FTE  by  852  at  a  savings  of  about 
$50  million.  Our  national  performance  review  yields  another  $24 
million.  Also,  implementation  of  the  IG's  recommendations  total  $37 
million,  $30  million  of  which  is  in  community  nursing  home  care, 


where  we  will  take  a  close  look  at  the  contracting  arrangements  we 
have.  So  we  think  we  will  be  able  to  do  it. 

Now,  let  me  just  make  one  additional  observation.  As  I  said  in  my 
opening  statement,  this  is  the  toughest  budget  that  I  have  observed 
in  many,  many  years.  As  a  matter  of  fact,  it  is  probably  the  toughest 
we  have  ever  had.  From  all  indications,  it  may  even  get  tougher  in 
the  outyears  because  we're  living  with  some  harsh  realities,  one  of 
which  is  the  OBRA  [Omnibus  Budget  Reconciliation  Act]  of  1993 
which  capped  our  spending  levels.  We  have  to  live  with  that  until  we 
get  some  relief.  So  I  am  not  here  to  offer  excuses;  I  am  here  to  simply 
articulate  the  realities  we  have  to  live  under. 

Senator  Akaka.  Yes,  I  appreciate  your  response.  May  I  ask  you  to 
submit  in  writing  a  letter  explaining  how  you  will  be  downsizing  your 
plans  for  Hawaii  when  you  get  to  that  point. 

Mr.  Brown.  You  did  ask  that  question  and  I  will  be  happy  to 
provide  that.  One  of  the  things  we  are  going  to  do  this  year  that  is 
different  is,  rather  than  looking  across  the  system,  we  are  going  to 
hold  ourselves  to  the  same  argument  we're  making  to  others,  and 
that  is  you  can't  take  a  formula  and  apply  it  across-the-board.  What 
we  are  going  to  do  is  we  are  going  to  be  looking  at  individual  facihties 
to  determine  if  those  facilities  are  better  off  than  others,  because  we 
don't  want  to  make  a  bad  situation  worse.  So  we  are  going  to  be 
looking  at  each  individual  facility.  We  will  certainly  take  a  look  at 
Hawaii  and  respond  in  writing  to  your  request. 

[Written  questions  from  Senator  Akaka  to  the  Department  of 
Veterans  Affairs  and  the  responses  appear  on  page  111.] 

Senator  Akaka.  Jesse,  as  you  know,  Hawaii's  veterans  have  been 
promised  an  inpatient  facility  of  their  own  since  1975;  there  is  a 
history  to  this.  And  since  1988,  when  VA  officially  approved  the 
Matsunaga  VA  Medical  Center  initiative,  the  project  has  proceeded 
in  fits  and  starts,  resulting  in  numerous  design  changes  and  a  5-year 
delay  in  the  completion  date.  Despite  these  seemingly  endless  delays, 
Hawaii's  veterans  have  taken  comfort  in  the  fact  that  you  and  your 
predecessors,  General  Turnage  and  Secretary  Derwinski,  have 
consistently  expressed  support  for  the  hospital.  Now,  however, 
presumably  because  of  the  intervention  of  0MB,  we  find  that  the 
project  is  not  included  in  VA's  latest  budget  request.  Have  you  been 
told  a  specific  basis  for  the  change  of  position  of  the  Matsunaga 
hospital? 

IVIr.  Brown.  Let  me  answer  you  in  maybe  a  little  different  way. 
First  of  all,  we  have  been  instructed  that  we  are  not  going  to  move 
forward  with  any  new  initiatives  in  terms  of  funding  other  than  the 
three  mentioned  in  the  1995  budget.  At  the  same  time,  sir,  I  will  just 
say  to  you  that  we  plan  on  continuing  with  our  design.  We  have  the 
design  money  and  we  are  going  to  continue  to  move  forward.  This  is 
nothing  new,  as  you  have  pointed  out.  It  has  been  an  uphill  battle. 
And  because  of  the  strong  leadership  of  the  Hawaii  delegation,  the 
money  has  been  there  at  every  juncture.  So  we  are  moving  to  the  next 
phase  and  we  are  going  to  use  that  design  money.  We  will  have  to 
wait  and  see  if  the  funds  are  there  to  proceed  with  construction. 

Senator  AKAKA.  I  am  glad  to  hear  from  you  that  the  foot  is  still  in 
the  door  and  that  design  will  continue.  As  I  mentioned  of  the  history, 
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part  of  this  has  been,  over  the  years  and  before  my  coming  to  the 
Senate,  an  ongoing  challenge  for  the  delegation  as  well  as  for  VA.  I 
know  there  are  changes  sometimes  from  the  outside,  like  from  0MB, 
but  under  what  circumstances  can  Members  of  Congress  and  even 
veterans  themselves  count  on  the  word  of  the  chief  policymaker  on 
veterans  issues,  the  Secretary  of  Veterans  Affairs?  In  other  words,  a 
promise  is  a  promise.  That  is  what  I  felt  that  we  had.  This  is  not 
directed  at  you  personally,  but  rather  to  the  position.  I  know  you  have 
a  difficult  position,  but  we  have  to  continue  to  explain  this  to  the 
people  back  there  as  to  why  things  are  not  happening  when  we  said 
it  was  going  to  happen.  This  is  a  difficulty  that  we're  in  and  so  I  am 
glad  to  hear  that  you  will  continue  the  design  on  the  hospital. 

What  are  your  thoughts  concerning  the  respective  decisionmaking 
powers  of  0MB  and  individual  departments  regarding  specific 
projects?  For  example,  does  it  concern  you  that  0MB  apparently  has 
greater  authority  than  VA  to  develop  priorities  with  respect  to 
specific  VA  projects,  such  as  the  Matsunaga  hospital,  projects  about 
which  VA  presumably  has  far  more  expertise? 

Mr.  Brown.  Sir,  I  have  my  own  personal  views.  If  I  had  my  way, 
the  service  organizations  would  probably  be  running  everything. 
[Laughter.]  But  I  have  to  live  within  the  reality  of  what  is.  It  has 
been  that  way  and  I  suspect  it  shall  always  be  that  way.  They  control 
the  purse  strings,  so  we  have  to  dance  to  the  rhythm  they  set. 

Senator  Akaka.  I  thank  you,  Mr.  Chairman.  Mr.  Secretary,  I 
guarantee  you  that  this  will  not  be  the  end  of  this  matter  for  both  you 
and  for  us.  [Laughter.]  There  are  other  avenues  that  the  Hawaii 
delegation  will  possibly  be  exploring.  I  hope  that  we  can  count  on  you 
not  to  oppose  our  efforts  actively,  even  if  you  can't  support  the  project 
officially. 

Mr.  Brown.  Let  me  just  make  one  other  statement.  I  have  never 
said  I  did  not  support  this  project.  We  have  been  on  record  in  support 
of  it.  In  fact,  I  met  with  you  and  just  about  everyone  in  the  Hawaii 
delegation  not  too  long  ago.  At  that  time  I  told  you  we  planned  on 
moving  forward.  I  will  tell  you  that  plan  was  in  my  initial  recommen- 
dation. But  as  you  so  rightly  pointed  out,  it  is  no  longer  there.  And 
like  I  said,  the  Hawaii  delegation  has  always  risen  to  the  occasion, 
and  so  I  am  looking  forward  to  seeing  what  you  are  going  to  do. 
[Laughter.] 

Senator  Akaka.  Thank  you  very  much,  Mr.  Secretary.  Thank  you, 
Mr.  Chairman. 

Chairman  ROCKEFELLER.  Thank  you  very  much,  Senator  Akaka. 

Jesse,  let's  talk  about  the  adjudication  backlog,  which  really 
worries  me,  scares  me  to  a  certain  extent,  and  which  we  have  to  find 
some  way  to  resolve.  Basically,  what  VA  has  told  me  is  that  the 
average  response  time,  at  the  rate  that  we're  now  going,  is  going  to 
be  about  5  years,  which  is  fairly  difficult  to  explain.  As  you  point  out, 
this  week  I  introduced  a  series  of  measures,  one  of  which,  in  response 
to  your  very  strong  request,  would  allow  the  Board  to  issue  single- 
member  decisions  and  would  remove  the  65-member  limitation  on  the 
Board.  VA  has  said  on  a  number  of  different  occasions — I'm  not  sure 
exactly  who  said  it — that  if  we  actually  had  single-member  decisions. 
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the  BVA  caseload  would  thereby  be  reduced  because  of  increased 
productivity  of  27  percent. 

Mr.  Brown.  That's  correct,  sir. 

Chairman  ROCKEFELLER.  You  responded  to  prehearing  questions 
and  you  described  several  other  actions  that  the  BVA  is  taking  to 
reduce  this  backlog.  I  would  like  you  to  talk  a  little  bit  about  those. 
In  fact,  I  would  like  you  to  just  sort  of  "vent"  on  adjudication 
generally.  When  you  talk  about  some  of  the  other  things  that  you 
mentioned  in  your  prehearing  questions  that  you  are  thinking  of 
doing,  tell  us  whether  they  were  considered  in  calculating  the  5-year 
estimate  or  not.  What  I  would  really  like  you  to  talk  about  is  the 
budget,  adjudication,  how  you  see  things  going,  what  you  think 
Danny  and  I  ought  to  be  doing. 

[Chairman  Rockefeller's  prehearing  questions  to  the  Department 
of  Veterans  Affairs  and  the  responses  appear  on  page  87.] 

Mr.  Brown.  Yes,  sir.  Mr.  Chairman,  there  are  three  things  that 
are  very  important  to  me.  One  is  that  we  provide  good,  strong,  quality 
comprehensive  medical  care  to  the  veterans  we  serve,  and  we  plan  on 
serving  about  2.8  million  in  1995.  Two,  that  we  deliver  timely,  quality 
service  by  way  of  our  benefits  delivery  system.  Three,  that  we  bury 
our  veterans  with  dignity. 

Now  of  all  of  the  areas  that  I  am  concerned  about,  obviously  I'm 
very  concerned  about  health  care,  but  one  of  the  things  that  really 
bothers  me,  quite  frankly,  is  where  we  are  today  in  our  adjudication 
process.  Before  I  deal  with  VBA,  let's  talk  about  BVA.  I  think  that  is 
where  that  5-year  figure  came  in. 

First  of  all,  I  think  that  if  you  will  look  in  the  budget  itself,  it  does 
not  talk  about  5  years.  This  5  years  was  based  upon  a  projection  that 
was  made  in  the  first  quarter  of  1994,  and  I  don't  question  the 
formula.  I  asked  the  chairman,  because  this  was  new  to  me  and  it 
came  about  after  we  had  submitted  our  language  and  our  budget  for 
1995,  to  use  that  formula  on  at  least  3  or  4  prior  years  to  see  if  they 
measured  up  to  the  end  result.  He  said  they  did.  So  I  accept  the  fact 
that  we  probably  are  looking,  at  the  end  of  1994,  at  a  backlog  of  about 
1,700  days  with  single-member  decisions.  If  we  continue  with  the 
three-member  process,  we  will  end  up,  at  the  end  of  1994,  with  a 
backlog  of  about  2,400  days.  In  my  view,  like  yours,  justice  delayed 
is  justice  denied. 

But  I  want  to  put  this  in  its  proper  perspective  on  how  did  we  get 
there.  We  got  there  for  two  reasons.  Number  one  is  the  downsizing. 
When  I  got  out  of  the  service,  when  most  of  the  Vietnam  veterans 
were  released  from  the  service,  the  average  claim  that  was  filed  was 
two.  It  may  have  been  for,  let's  say,  a  gunshot  wound  or  maybe 
something  else  that  happened  to  the  veteran.  But  on  average,  it  was 
only  about  two  or  three  claims.  Now,  because  of  the  excellent  work  by 
our  service  organizations  in  the  discharge  or  review  centers  (I  know 
the  DAV  and  some  of  the  others  are  there)  and  the  excellent  work 
done  by  VA,  claims  have  become  more  complicated.  The  service 
organizations  are  pulling  the  service  records,  going  through  those 
service  records  and  picking  up  everything  that  is  service  connectible. 
So  now  we  end  up  with  six  or  seven  issues  rather  than  two  or  three, 
all  of  which  have  to  be  adjudicated.  So  every  time,  rather  than 
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looking  through  the  records  twice  to  find  out  can  you  service  connect 
this,  you  may  end  up  doing  it  theoretically  six  or  seven  times.  I  saw 
one  case  where  we  had  79  issues  and  they  were  not  bad  issues. 

Chairman  ROCKEFELLER.  Do  you  mean  79  separate  issues  in  the 
application? 

Mr.  Brown.  Yes,  sir,  on  the  526,  the  original  application.  And  they 
were  not  bad. 

Chairman  ROCKEFELLER.  They  weren't  frivolous. 

Mr.  Brown.  Not  at  all.  For  instance,  they  were  asking  for  service 
connection  for  high  cholesterol.  Very  important  because  we  know  that 
is  a  precursor  to  arterial  sclerosis.  They  may  ask,  say,  for  service 
connection  of  certain  conditions  of  the  eyes.  Very  important  because 
we  know  that,  too,  may  be  an  indication  that  something  is  wrong  with 
the  cardiovascular  system.  So  because  of  the  great  job  everyone  is 
doing  and  the  explosion  of  information  systems,  people  know  what  is 
going  on  and  people  become  much  smarter.  We  are  ending  up  with  all 
these  different  claims  that  have  to  be  processed.  So  you  multiply  that 
by  the  downsizing  that  is  taking  place.  Take  a  guy  who  has  been  in 
the  military  12  years.  He  is  a  little  bitter  that  he  is  going  to  be  put 
out,  so  he  is  looking  to  see  ever3^thing  he  can  get.  And  rightly  so.  We 
should  have  been  doing  that  from  the  very  beginning.  So  that  creates 
a  time  sensitive  situation. 

The  second  issue  that  is  really  causing  a  big  problem  for  us  are  the 
COVA  decisions.  Let  me  say  this  about  COVA.  I  think  COVA  is  great. 
I  worked  at  the  Board  of  Veterans'  Appeals  from  1976  to  1981. 
During  that  period  of  time,  the  allowance  rate  was  consistently  at 
about  13  percent,  the  remand  rate  was  consistently  at  about  15 
percent.  Since  COVA  has  been  in  operation,  basically  we  now  have  an 
allowance  rate  of  somewhere  around  19  percent,  and  the  remand  rate 
is  about  50  percent.  The  greater  the  number  of  remands,  the  greater 
the  probability  you  are  going  to  have  additional  cases  being  allowed 
once  they  are  sent  back  to  their  agency  of  original  jurisdiction. 

In  the  old  days,  each  case  was  rated  or  evaluated  based  on  its  own 
individual  merit  and  that  case  had  nothing  to  do  with  any  other  case. 
Now,  the  moment  COVA  renders  a  decision,  that  decision  is  applica- 
ble to  every  case  in  the  entire  system.  So  you  may  have  a  case  that 
COVA  may  make  a  decision  on  today — let's  say  that  it  is  a  due 
process  decision.  We  may  have  a  thousand  or  two  thousand  cases  in 
the  system,  so  now  all  of  those  are  going  to  have  to  conform  to  the 
decision  that  was  made  today.  So  you  can  see  that  with  that  kind  of 
complexity,  it  is  probably  not  going  to  play  itself  out  until  the  court 
completes  its  library  of  case  decisions,  its  case  law,  as  the  lawyers 
would  probably  say.  Until  they  complete  their  library  of  case  law,  we 
are  going  to  constantly  continue  our  efforts  to  manage  what  is  going 
on. 

The  chairman  was  kind  enough  to  provide  me  with  a  complete 
report  of  all  of  the  things  he  had  to  do  in  order  to  comply  with  due 
process.  There  must  have  been  about  15  or  20  new  areas  where  new 
case  law  has  been  established  where  not  only  was  it  binding  on  him, 
but  it  was  also  binding  on  the  regional  office.  When  you  combine  all 
these  things,  you  end  up  with  the  kind  of  problems  we  have  today. 
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If  we  look  at  our  caseload,  theoretically  it  hasn't  changed  that 
much;  about  40,000  cases  or  so  that  have  been  coming  into  the 
system.  Rather  than  actually  getting  rid  of  say  30,000  or  so  in  a  year, 
we  are  now  only  making  final  decisions  on  about  6,000.  The  others 
are  being  remanded.  So  while  the  number  of  cases  coming  in  remain 
about  the  same,  because  of  the  complexity,  it  is  becoming  much  more 
expensive  per  case  and  it  is  becoming  much  more  time  sensitive  per 
case.  So  that  is  the  problem  we're  having. 

Now,  I  said  all  of  that  to  answer  your  question,  what  are  you  going 
to  do  about  it?  First  of  all,  whenever  we  run  into  trouble  like  this  we 
always  go  to  the  experts.  I  have  asked  the  chairman  and  our  deputy 
to  look  at  putting  together  a  blue  ribbon  panel  of  experts  to  include 
our  service  organizations,  attorneys  from  outside  of  the  system, 
maybe  even  people  from  Social  Security  with  expertise  in  case 
management.  They  can  come  into  our  system  and  see  if  there  is  a 
better  way  we  can  do  business,  a  way  to  manage  this  problem  as 
opposed  to  allowing  it  to  manage  us.  I  don't  see  this  problem 
getting— 

Chairman  ROCKEFELLER.  Can  I  just  interrupt  at  that  point  because 
you  are  right  where  I  want  you  to  be  talking,  where  I  want  to  be 
learning.  You  mentioned  1976  to  1981  when  you  were  doing  that 
work.  That  was  just  about  the  time  I  was  in  my  first  term  as 
governor  of  West  Virginia.  I  made  about  four  promises — and  I  kept 
all  four,  amazingly — in  my  Inaugural  Address.  It  was  37  degrees 
below  zero,  I  will  never  forget  it.  I  took  my  gloves  off  to  take  the  oath 
of  office  and  I  couldn't  move  my  hand  for  the  next  2  hours.  I  couldn't 
turn  the  pages  of  my  speech.  Anyway,  one  of  those  promises  was  to 
reduce  the  workers'  compensation  system  backlog,  which  parallels 
here — injured  workers,  justice  denied.  In  that  case — small  State,  West 
Virginia — it  was  taking  an  average  of  77  days  before  an  injured 
worker  would  get  a  check.  Then  when  we  really  focused  on  it,  spent 
some  money  on  the  system — and,  again,  small  State,  much  smaller 
situation,  many  fewer  people — we  got  it  down  to  4  days.  So  that  4 
days  after  the  injury,  a  worker  would  receive  a  check.  I  was  very 
proud  of  that. 

Now,  I  cannot  tell  you  exactly  what  we  had  to  do  to  purchase  new 
hardware  or  to  set  up  a  different  system,  but  you  have  got  this 
situation  where  you  have  $17  billion  for  compensation,  pension,  and 
burial  benefits.  You  have  got  a  lot  of  money;  you  have  got  more 
money  than  1994,  but  you  have  got  fewer  people.  We  don't  want  to 
get  to  5  years  for  appeals. 

So  I  want  to  hear  you  talk  a  little  bit  about  that,  Jesse.  In  other 
words,  what  can  be  done  to  use  what  you  have  to  make  it  work 
better,  or  how  do  we  intervene,  quite  apart  fi-om  something  that  we've 
done  up  to  this  point — maybe  new  computers,  new  something;  I  have 
no  idea  what  it  might  be.  We  have  got  to  do  this  together,  you  and  I. 
We  have  got  to  do  it  together.  We  have  got  to  bring  the  delay  down 
because  we  have  got  to  bring  satisfaction  to  veterans.  We  are  going 
to  fight  to  restore  the  FTE's,  and  we  either  will  or  won't  win,  but  we 
are  going  to  fight.  But  even  if  we  do  restore  them,  we  still  have  a 
problem.  So  how  are  we  going  to  do  this? 
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Mr.  Brown.  Yes,  sir.  I  would  agree  with  you.  I  am  going  to  let  our 
Under  Secretary  for  Benefits  respond  to  that  because  the  question 
you  raise  really  overlaps.  We  have  the  same  problem  in  VBA  as  we 
do  in  BVA.  So  I  am  going  to  ask  him  to  respond. 

Before  I  do,  I  should  simply  say  that  while  there  are  some  things 
we  can  do,  we  want  first  to  stabilize  the  problem.  To  do  that  we  need 
to  better  understand  what  we're  up  against,  and  that  is  where  this 
blue  ribbon  panel  comes  into  play. 

So  I  am  going  to  ask  John  to  give  us  a  better  explanation  of  where 
we  are  moving. 

Mr.  VOGEL.  Thank  you,  Mr.  Secretary.  Mr.  Chairman,  I  had  a 
chance  last  evening  to  look  at  the  bills  you  introduced.  They,  in  fact, 
do  exactly  what  you  promised  the  last  time  we  were  before  you,  to 
work  with  us  collaboratively.  A  number  of  issues  in  those  bills  were 
identified  by  the  Blue  Ribbon  Panel  on  Claims  Processing  as 
unnecessary  impediments  to  service  to  veterans,  mostly  in  the 
compensation  arena. 

So  we  expect  now  to  eliminate  for  most  pension  recipients  the 
requirement  that  they  submit  an  annual  income  questionnaire  since 
we  are  able  to  monitor  their  income  through  our  computer  matching 
agreements  with  Social  Security  and  IRS.  We  also  are  preparing  a 
regulatory  change  to  permit  us  to  accept  photocopies  of  certain 
dependency  documents,  rather  than  originals.  We  can  do  a  number 
of  things  administratively. 

The  Blue  Ribbon  Panel  on  Claims  Processing  that  I  formed  came 
up  with  43  recommendations.  As  the  Secretary  said,  we  were  joined 
in  that  effort  by  members  of  the  veterans  service  organizations, 
members  of  the  VBA  staff,  the  general  counsel  staff,  and  the  Board 
of  Veterans'  Appeals  staff.  Nothing  was  sacrosanct;  everything  was 
on  the  table.  Many  of  the  43  recommendations  are  simply  administra- 
tive in  nature  or  encouragements  to  continue  with  the  modernization 
of  our  claims  adjudication  ADP  system. 

Chairman  ROCKEFELLER.  How  is  that  working? 

Mr.  VOGEL.  It  is  going  well. 

Chairman  ROCKEFELLER.  How  old  is  it? 

Mr.  VOGEL.  In  1978,  VA  fiilly  installed  the  so-called  target  system. 
We  have  had  it  ever  since. 

Chairman  ROCKEFELLER.  That  sounds  like  we  have  run  through 
several  generations  of  capacity  since  then. 

Mr.  VOGEL.  We  certainly  have,  sir.  We  now  have  hundreds  of 
programmers  and  analysts  who  simply  maintain  the  system  which  is 
very  cumbersome  to  change.  We  are  installing  the  new  system  in 
three  stages.  Stage  I  is  being  installed  as  we  speak.  It  will  provide  us 
a  modern  platform  upon  which  to  effect  some  labor-saving  measures. 
Most  will  allow  us  to  free  up  many  clerical  personnel  and  convert 
them  into  decisionmakers. 

At  the  end  of  this  year,  we  will  have  in  place  a  bar-coded  system 
that  allows  us  to  track  claims  folders,  an  automated  rating  system 
that  will  walk  you  through  a  rating  decision,  and  a  program  that  will 
generate  development  data.  Another  system,  called  the  claims 
processing  system,  is  another  intelligent  system  which  walks  you 
through  a  claim  and  keeps  you  from  making  the  errors  that  human 
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beings  will  make  by  omission.  We  also  have  an  automated  manual 
system.  All  decisions  of  the  Court  of  Veterans  Appeals,  all  regula- 
tions, and  all  procedures  will  be  provided  online  to  our  adjudicators. 
Currently  they  have  a  library  full  of  manuals,  reference  books,  and 
other  publications  to  go  through. 

One  of  the  recommendations  of  the  blue  ribbon  panel  was  to  have 
an  outside  agency  (your  bill  named  the  Administrative  Conference  of 
the  United  States)  come  in  and  look  at  our  laws,  regulations,  and 
procedures  to  recommend  simplification  and  improvements.  We 
thought  that  in  this  kind  of  endeavor  we  ought  to  obtain  the 
assistance  of  persons  not  nearly  so  close  to  the  operations  as  we  are. 
I  have  been  in  this  system  for  awhile,  I  have  vested  interests  in  the 
system,  psychological  and  intellectual.  I  might  not  be  totally  success- 
ful in  being  able  to  take  fresh  looks  at  it.  We  think  that  your  bill 
validates  our  own  initiative  and  we  really  do  appreciate  that. 

We  do  have  challenging  times  before  us  this  year,  no  question 
about  it.  We  are  moving  on  three  fronts.  We  are  reengineering  our 
work  processes.  Tomorrow,  the  Vice  President  will  recognize  one  of 
our  regional  offices  that  has  reinvented  the  way  we  conduct  our 
business.  We  are  looking  forward  to  that  tomorrow  afternoon.  We 
expect  to  see  Vice  President  Gore. 

The  second  front  is  training.  We  are  training — 

Chairman  ROCKEFELLER.  You  mean  on  this  subject?  On  benefits? 

Mr.  VOGEL.  Yes,  sir.  On  how  to  adjudicate  claims. 

Chairman  ROCKEFELLER.  That's  very  good.  Where  is  that? 

Mr.  VOGEL.  It  is  the  New  York  Regional  Office  located  in  Manhat- 
tan. That  office  doesn't  know  that  they're  not  supposed  to  do  real  well 
in  Manhattan. 

Chairman  ROCKEFELLER.  Well,  then,  we  won't  mention  it. 

Mr.  VOGEL.  They've  just  done  a  great  job. 

Chairman  ROCKEFELLER.  When  they  reinvented  that  system,  so  to 
speak,  John,  what  did  they  do?  Was  there  some  genius  there  or  was 
there  some  fairly  practical — 

Mr.  VOGEL.  We  hired  somebody  to  help  us  survey  the  needs  of  our 
veterans  and  what  they  expect  from  us.  We  tend  to  ask  people  how 
they  like  the  process  rather  than  how  they  like  the  outcome.  We  then 
identified  what  our  customers  reasonably  expected  fi-om  us.  We  found 
out  they  like  the  way  we  give  information;  we  just  don't  give  a  final 
answer.  We  took  a  large  office  (the  New  York  Regional  Office  is  fairly 
large),  we  empowered  the  employees,  and  trained  them  on  empower- 
ment and  how  to  work  as  teams,  really  in  much  the  same  way  that 
we  see  in  reinventing  corporate  America.  They  form  a  team  that 
works  on  a  claim.  They  have  reduced  the  opportunities  to  make  an 
error,  lose  the  file,  or  do  something  else  incorrectly.  They  essentially 
brought  everybody  in  to  the  decisionmaking  process,  establishing  self- 
directed  work  teams. 

These  teams  do  about  50  percent  of  the  work  in  New  York.  We 
have  measured  that  against  the  other  50  percent  to  see  how  we're 
doing,  and  we  see  progress  being  made  in  the  new  self-directed  work 
team  effort.  The  Vice  President  sent  members  of  his  staff  up  there. 
Members  of  the  Secretary's  staff  have  been  up  there  to  look  at  it. 
Both  majority  and  minority  counsel  have  been  there  as  well.  We 
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think  we're  on  to  something.  Oakland,  Portland,  Muskogee,  and  some 
of  our  other  offices  are  also  doing  similar  things.  To  be  sure,  when  the 
New  York  Regional  Office  began  this,  they  were  giving  what  no  one 
would  call  good  service.  They  were  among  our  least  timely  regional 
offices.  They  are  still  giving  fairly  poor  service,  but  we  do  see  that 
improvements  are  being  made,  and  we  think  the  improvements  are 
both  substantive  and  qualitative. 

Chairman  ROCKEFELLER.  John,  I  don't  want  to  interrupt  here  but 
I  don't  know  what  you  are  talking  about.  [Laughter.]  In  other  words, 
something  very  good  has  happened  at  that  office  in  New  York. 

Mr.  "^^OGEL.  Right. 

Chairman  ROCKEFELLER.  And  it  is  getting  an  award.  So  something 
significant  has  changed  there  and  I  asked  you  what.  You  haven't 
mentioned  hardware.  Maybe  it  is  management  style.  What  was  it 
that  happened  there  that  we  can  therefore  do  in  other  places?  I  mean, 
if  it  can  be  done  at  one  place,  it  can  be  done  at  every  place. 

Mr.  VOGEL.  It  is  being  done  around  the  system,  variations  of  the 
theme.  The  best  way  to  illustrate  it  is  this.  If  you  file  a  claim  in 
South  Dakota,  it  is  adjudicated  at  Sioux  Falls  which  is  a  small  office 
that  has  a  small  number  of  claims  in  proportion  to  the  staffing  level. 
They  have  good  control  over  the  qualitative  and  quantitative  aspects 
of  processing  claims.  New  York  and  a  number  of  other  offices  have 
done,  they  have  broken  the  big  office  into  smaller  units.  They  have 
more  people  involved  in  actual  decisionmaking.  Some  of  your  staff 
have  worked  in  VA  before.  It  has  a  system  that  worked  in  the  days 
of  high  volume,  rather  straightforward  work.  It  doesn't  work  any 
more,  especially  due  to  the  complexity  of  our  work. 

New  York,  in  fact,  will  be  the  last  to  receive  stage  I  modernization 
equipment.  We  are  going  to  move  them  out  of  their  present  office  into 
another  one,  and  we  don't  want  to  install  it,  take  it  out,  and  reinstall 
it.  Most  of  what  they  are  doing,  of  course,  is  simply  good  hard  work, 
but,  I  think  in  large  measure  we  have  freed  up  the  employees  to  be 
contributors  to  the  outcomes  of  the  work.  They  have  ownership  of  it. 

Chairman  ROCKEFELLER.  John,  I  want  to  ask  you  a  question  that 
Senator  Murkowski  wants  asked.  And  I  also  want  to  ask  you  if  you 
will  put  in  writing  what  they  have  done  and  make  it  so  I  can 
understand  it.  In  other  words,  this  is  a  problem  we  have  got  to  beat. 
You  become  governor  of  a  State,  usually  the  first  thing  you  don't  do 
is  talk  about  getting  the  workers'  compensation  cases  down  to  quick 
response.  But  I  did.  I  want  to  get  this  done.  I  want  to  see  this  deal 
work  at  VA.  We  are  up  against  impossible  budget  odds,  we  are  up 
against  impossible  FTE  odds,  we  are  up  against  all  kinds  of  odds,  but 
where  there  is  a  place  that  it  works,  where  there  is  something  that 
we  can  do,  we  have  got  to  do  it.  We  are  going  to  be  all  over  you  folks 
until  we  get  that  down,  if  that  is  humanly  possible,  and  I  have  got  to 
assume  it  is.  There  is  nothing  that  people  do  or  have  been  doing  for 
10  or  15  years  that  they  can't  do  better;  there  is  nothing. 

And  Jesse,  we  can't  let  response  time  get  to  5  years.  We  just 
simply  cannot  get  there.  That  is  amoral.  It  is  beyond  immorality,  it 
is  amoral.  So  together — together,  I  emphasize  that — we  have  got  to 
do  this.  We  have  got  to  make  this  adjudication  system  work,  we  have 
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got  to  cut  down  the  bureaucracy,  we  have  got  to  reduce  the  delay, 
whether  by  single-member  decisions  or  otherwise. 

Senator  Murkowski  raised  this.  He  said  that  one  of  the  long-term 
solutions  to  the  adjudication  backlog  would  be  the  development  of  a 
single,  computerized  "master  veterans  record."  I  understand  that 
initiative  has  been  budget  axed.  And  the  question  is,  why?  And  how 
important  is  that? 

Mr.  VOGEL.  I  think  that  initiative  had  more  allure  than  promise. 
We  have  access  to  a  lot  of  information  now.  We  can  access  directly 
into  our  medical  facilities  to  get  medical  evidence.  We  are  receiving 
service  medical  records  directly  from  the  military.  They  send  them  to 
us  when  the  serviceman  is  discharged.  We  have  access  to  needed 
Internal  Revenue  Service  and  Social  Security  records.  A  single  master 
veteran's  record  has  some  appeal.  But  what  we're  doing  on  the 
modernization  front,  especially  with  automated  exchanges  of 
information,  goes  a  long  way. 

Mr.  Chairman,  every  year  we  receive  about  3.5  to  3.6  million 
claims  that  are  appealable.  About  65,000  claimants  submit  notices  of 
disagreement,  and  we  send  them  a  statement  of  the  case.  This  is  the 
first  step  in  the  appeal  process.  About  40,000  file  a  substantive 
appeal  to  the  Board  of  Veterans'  Appeals.  We  would  like  to  complete 
an  original  compensation  claim  in  about  100  days.  We  have  a  small 
office  that  almost  meets  that.  New  York  Regional  Office  takes  about 
265  days  per  average  claim. 

Chairman  ROCKEFELLER.  Secretary  Brown,  would  100  days  do  it? 
I  am  just  asking  out  of  sheer  ignorance  here.  Would  that  be  the  kind 
of  thing  that  a  veteran  could  say,  "By  golly,  they  are  making  progress. 
It  is  not  30  days  but  it  is  a  whole  lot  better  and  it  is  something  that 
I  believe  we  can  live  with."  I  mean,  you  give  me  the  target  that  we 
ought  to  have. 

Mr.  Brown.  I  would  have  to  agree  with  John.  If  we  can  get  to  100 
days,  that  would  be  outstanding.  On  average,  we  are  running  about 
260. 

Mr.  VOGEL.  We  are  running  between  185  and  200  days  on  an 
original  disability  compensation  claim  now. 

Mr.  Brown.  And  if  we  can  get  that  down  to  100,  that  would  be 
outstanding.  I  was  just  listening  very  carefully.  We  are  certainly 
going  to  respond  to  your  request  on  what  the  New  York  office  is 
doing,  but  I  would  also  like  to  invite  your  staff  to  come  to  New  York 
to  observe  what  we're  doing. 

Chairman  ROCKEFELLER.  Good  idea. 

Mr.  Brown.  I  think  that  might  shed  some  light  on  it. 

Chairman  ROCKEFELLER.  Yes,  that's  a  good  idea. 

I  have  a  ton  of  other  questions,  but  I  want  to  get  the  veterans 
service  organizations  on  the  witness  stand.  I  haven't  covered  research 
the  way  I  wanted  to,  I  haven't  covered  medical  care  cuts  the  way  I 
wanted  to — there's  a  lot  of  stuff  that  I  haven't  done  the  way  I  wanted 
to.  But  that  doesn't  all  have  to  be  done  in  the  hearing  process.  It  can 
be  done  through  letters  and  questions  and  letters  back  and  followup. 
We  are  all  on  the  same  team,  so  we  have  got  to  make  this  thing  work. 

So,  Secretary  Brown,  to  you  and  your  staff,  let  me  say  thank  you. 
We  have  got  ourselves  one  heck  of  a  challenge.  We  have,  on  the  one 
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hand,  a  President  I  think  quite  properly  trying  to  get  our  budget  in 
hand,  because  if  he  doesn't,  then  we  end  up  losing  FTE  anyway 
because  we  lose  them  to  servicing  the  national  debt.  So  I  would 
rather  have  us  cutting  our  budget  and  then  building  up  our  economy 
so  that  we  can  pump  money  back  into  our  veterans  services.  I  will 
have  a  slew  of  questions,  and  I  am  sure  that  Senator  Murkowski  will 
too,  to  send  you  and  your  staff.  But  for  the  moment,  let  me  stop  here. 

Thank  you  all  very,  very  much.  Understand  this  is  a  very,  very 
difficult  year  that  we're  facing,  but  we  are  just  going  to  have  to  be  up 
to  it  and  we're  going  to  have  to  win  the  battles  that  we  have  got  to 
win.  I  am  saying  that  from  my  point  of  view.  I  am  going  to  restore 
that  $225  million  in  the  budget  if  I  have  got  to  go  and  steal  it. 
[Laughter.]  And  remember,  I  come  from  a  robber  baron  family,  so  we 
are  pretty  good  at  that.  [Laughter.] 

]VIr.  Secretary,  let  me  thank  you  and  every  one  of  your  staff 
members.  We  are  all  in  this  together.  We  have  all  got  to  make  this 
system  work  better,  and  we  are  doing  it  under  very  difficult  circum- 
stances because  of  the  budget  situation,  but  we  are  just  going  to  have 
to  do  it.  So  I  want  to  thank  you  and  apologize  that  I  kept  you  waiting. 
I  am  very  grateful  to  Frank  IVIurkowski  for  opening  the  hearing.  I 
really  do  thank  you  a  lot,  all  of  you. 

]V[r.  Brown.  Thank  you,  IMr.  Chairman. 

[Chairman  Rockefeller's  posthearing  questions  to  the  Department 
of  Veterans  Affairs  and  the  responses  appear  on  page  99.] 

Chairman  ROCKEFELLER.  I  want  to  call  to  the  witness  stand  now 
Assistant  Secretary  of  Labor  for  Veterans  Employment  and  Training 
Preston  Taylor.  Mr.  Taylor,  I  want  you  to  have  a  seat.  I  am  not  going 
to  give  you  very  much  time  because  I  have  got  the  veterans  service 
organizations,  so  I  basically  want  you  to  tell  me  what  you  want  to  tell 
me. 

IMr.  Taylor.  Yes,  sir.  That's  fine  with  me. 

Chairman  ROCKEFELLER.  Okay.  Is  that  a  deal? 

]V[r.  Taylor.  Yes,  sir.  That's  a  good  deal. 

Chairman  ROCKEFELLER.  Please  proceed. 

STATEMENT  OF  HON.  PRESTON  M.  TAYLOR,  JR.,  ASSIS- 
TANT SECRETARY  FOR  VETERANS'  EMPLOYMENT  AND 
TRAINING,  DEPARTMENT  OF  LABOR 

IVlr.  Taylor.  IVIr.  Chairman  and  members  of  the  Committee,  it  is 
with  great  honor  and  appreciation  that  I  appear  before  you  as 
Assistant  Secretary  for  Veterans'  Employment  and  Training  to 
present  the  fiscal  year  1995  Department  of  Labor  budget  as  it 
pertains  to  veterans'  employment  and  training  programs.  I  would  like 
to  submit  my  full  statement  for  the  record  and  briefly  touch  on  the 
highlights  of  the  VETS  [Veterans'  Employment  and  Training  Service] 
budget  before  you  today. 

The  fiscal  year  1995  VETS  total  request  is  $190,276,000  to  fund 
272  Federal  positions  and  3,167  State  positions.  The  grant  to  States 
for  DVOP  [Disabled  Veterans  Outreach  Programs]  of  $85,987,000 
would  fund  1,701  positions.  The  LVER  [Local  Veterans'  Employment 
Representatives]  grant  of  $79,808,000  would  fund  1,466  positions. 
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An  increase  in  responsibility  for  DVOP's  and  LVER's  in  presenting 
Transition  Assistance  Program  [TAP]  workshops  is  planned. 

In  the  administration  area,  $21,495,000  is  sufficient  to  support  the 
integrity  of  all  of  VETS  critical  functions.  Our  National  Veterans 
Training  Institute  [NVTI],  would  receive  $2,986,000  to  train  2,640 
participants.  We  will  have  at  the  institute  an  emphasis  on  case 
management  training.  Additionally,  new  courses  will  be  developed  in 
accordance  with  the  fiscal  year  1994  comprehensive  training  needs 
assessment. 

A  Homeless  Veterans  Reintegration  Project  [HVRP]  will  serve 
approximately  8,500  homeless  veterans  in  fiscal  year  1995,  resulting 
in  4,200  placements  in  unsubsidized  jobs.  A  competition  for  our 
HVRP  funds  is  expected  to  result  in  approximately  24  urban  and  6 
rural  projects  being  funded  at  a  level  of  $5,000,055. 

JTPA  IV-C  grants  totalling  $8,957,000  will  fund  approximately  12 
to  16  competitively  awarded  grants  nationwide. 

In  regard  to  reinvention,  reinvention  of  VETS  is  taking  place  now 
through  five  ad  hoc  teams  or  committees.  One  of  the  committees  is 
charged  with  streamlining  the  JTPA  IV-C  grants  process  through 
elimination  of  existing  regulations  and  with  phasing  in  over  the  next 
several  years  a  revamped  process  to  administer  fewer,  larger  valued 
grants  over  multiyear  periods.  Our  Solicitation  for  Grants  Applica- 
tions document  was  this  thick  prior  to  the  team  beginning  its  work. 
It  is  now  this  thick.  This  is  an  example  of  how  we  are  reinventing  our 
organization. 

We  are  also  planning  fundamental  changes  in  the  DVOP-LVER 
programs.  Additionally,  we  are  reviewing  and  changing,  as  appropri- 
ate, VETS  internal  operations  and  organizational  structures, 
reviewing  and  updating  VETS  Transition  Assistance  Program 
operations,  conducting  customer  satisfaction  surveys,  and  increasing 
employer  participation  in  VETS'  programs. 

We  are  about  to  start  a  program  based  on  a  recommendation  of  one 
of  the  committees,  a  Loan  Executive  Program,  which  is  an  example 
of  the  potential  impact  of  the  agency's  ad  hoc  committee's  work. 

Regarding  VETS  Total  Quality  Management  (TQM)  program, 
functional  components  will  be  targeted.  We  will  form  teams  and  those 
teams  will  be  empowered  to  help  resolve  processes  that  we  think  need 
to  be  fixed  or  improved  or  eliminated.  TQM  will  then  be  implemented 
in  a  vertical  manner;  that  is,  everyone  throughout  our  entire  agency 
will  be  trained  in  how  to  do  Total  Quality  Management. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  begin  discussion  of 
change  within  the  Veterans'  Employment  and  Training  Service.  I  look 
forward  to  working  closely  with  the  Committee,  as  has  already  been 
occurring  at  staff  levels  on  several  recent  occasions  with  respect  to 
our  reinvention  efforts  and  the  NPR  [National  Performance  Review] 
recommendations.  I  will  be  pleased  to  answer  any  questions  you  may 
have.  Thank  you. 

[The  prepared  statement  of  Mr.  Taylor  appears  on  page  46.] 

Chairman  ROCKEFELLER.  Preston,  I  have  questions.  First  of  all, 
just  seeing  you  makes  me  think  back  to  the  day  when  you  had  your 
family  back  there  and  we  had  some  nice  photographs  taken  together. 

Mr.  Taylor.  Yes,  sir. 
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Chairman  ROCKEFELLER.  I  haven't  seen  you  since. 

Mr.  Taylor.  I  look  at  you  everyday,  sir,  because  the  photograph  is 
hanging  on  my  wall  in  my  office.  [Laughter.] 

Chairman  ROCKEFELLER.  What  do  I  say  now?  [Laughter.] 

I  like  you  a  lot,  I  respect  you  a  lot,  and  I'm  awfully  glad  you  are  in 
the  position  that  you're  in. 

]VIr.  Taylor.  Thank  you,  sir. 

Chairman  ROCKEFELLER.  You  are  going  to  be  absolutely  super.  I 
am  going  to  give  you  a  series  of  questions.  I  am  not  going  to  do  it 
now.  That's  not  out  of  disrespect  to  you;  that  is  out  of  my  need  to  get 
to  the  VSO's  and  a  time  problem  that  I  have  that  complicates  things. 

Mr.  Taylor.  I  understand,  sir. 

Chairman  ROCKEFELLER.  But,  again,  questions  don't  have  to  be 
asked  verbally  for  questions  to  be  asked.  They  can  be  asked  through 
the  system. 

Mr.  Taylor.  That's  fine  with  me,  sir. 

Chairman  ROCKEFELLER.  So  I  am  grateful  to  you.  I  am  glad  you 
are  there.  I  am  glad  to  see  you  again. 

Mr.  Taylor.  I  am  very  glad  to  see  you  again  too,  sir. 

Chairman  ROCKEFELLER.  And  I  am  still  going  to  think  about  how 
to  answer  that  question.  [Laughter.]  You  send  me  a  copy  of  your 
picture. 

Mr.  Taylor.  Yes,  sir,  I  will.  Thank  you.  Senator. 

Chairman  ROCKEFELLER.  Thank  you,  Preston.  Please  say  "hi"  to 
your  family  for  me.  I  remember  them  very  well. 

Mr.  Taylor.  I  will,  sir.  Thank  you. 

[Written  questions  from  Chairman  Rockefeller  to  Mr.  Taylor  and 
the  responses  appear  on  page  84.] 

Chairman  ROCKEFELLER.  Now,  our  next  panel  is  John  Hanson  of 
The  American  Legion;  Mike  Brinck  of  AMVETS;  Joe  Violante  of  the 
Disabled  American  Veterans,  accompanied  by  Ron  Drach;  Russ  Mank 
of  the  Paralyzed  Veterans  of  America;  and  Jim  Magill  of  the  Veterans 
of  Foreign  Wars.  I  am  happy,  gentlemen,  for  you  to  be  here. 

So  we  can  follow  through  on  some  unfinished  business  before  we 
get  to  the  budget  issues,  I  want  to  return  for  a  moment — and  I  want 
to  try  and  keep  this  very,  very  short  but  I  want  to  get  it — to  the  issue 
of  homeless  veterans.  I  had  to  leave  our  last  hearing  before  we  could 
hear  your  views  on  how  to  get  at  those  problems.  Your  entire  written 
statements  for  the  homeless  hearing  of  course  were  included  in  the 
record  for  that  hearing.  But  I  would  like  each  of  you  just  to  take  a 
minute  to  focus  on  what  legislative  actions  we  might  address  to 
improve  the  services,  the  coordination  of  these  services  for  homeless 
veterans.  I  know  that  your  organizations  conduct  many  activities  to 
assist  these  folks  every  single  day  and  I  am  very  interested  in  those 
activities,  but  I  would  appreciate  it  if  you  would  focus  today  only  on 
your  legislative  ideas  so  as  to  help  me  think  more  clearly  on  that 
subject. 

John,  we  could  start  with  you. 
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STATEMENTS  OF  MICHAEL  F.  BRBVCK,  LEGISLATIVE  DIREC- 
TOR, AMVETS;  JOSEPH  A-  VIOLANTE,  LEGISLATIVE 
COUNSEL,  DISABLED  AMERICAN  VETERANS,  ACCOMPNIED 
BY  RONALD  W.  DRACH,  NATIONAL  EMPLOYMENT  DIREC- 
TOR; RUSSELL  W.  MANK,  NATIONAL  LEGISLATIVE  DIREC- 
TOR, PARALYZED  VETERANS  OF  AMERICA;  AND  JAMES  N. 
MAGILL,  DIRECTOR,  NATIONAL  LEGISLATIVE  SERVICE, 
VETERANS  OF  FOREIGN  WARS  OF  THE  UNITED  STATES 

Mr.  Hanson.  Thank  you,  Mr.  Chairman.  Do  you  want  the  1-minute 
version? 

Chairman  ROCKEFELLER.  You  can  make  it  one  and  a  half. 

Mr.  Hanson.  The  key  to  our  concern  really  is  the  coordination  of 
Federal  programs  from  department  to  department.  We  know,  for 
example,  that  the  Department  of  Labor  has  a  program  to  take  drug- 
and  alcohol-free  veterans  and  place  them  in  some  employment.  We 
also  know  that  VA,  while  it  has  an  excellent  detox  program,  doesn't 
seem  to  know  much  about  what  the  Department  of  Labor  does.  And 
we  are  not  really  sure  where  HUD  comes  into  all  of  this.  So  we  would 
think  the  first  step  would  be  for  these  departments  to  get  together 
and  coordinate  their  efforts  to  make  sure  that,  one,  this  Congress 
doesn't  require  them  to  duplicate  efforts  that  they  may  already  be 
doing.  Other  than  that,  I  think  our  statement  probably  covers  some 
other  ideas  that  we  might  have  directly  for  you  and  other  members 
of  the  Committee. 

Chairman  ROCKEFELLER.  And  it  is  your  impression  that  there  is 
duplication? 

Mr.  Hanson.  We  think  if  there  is  not  duplication,  there  is  not  a  lot 
of  coordination. 

Chairman  ROCKEFELLER.  Well  said. 

Russell? 

Mr.  Mank.  Sir,  I  have  nothing  to  add  other  than  to  concur  with 
that  statement. 

Chairman  ROCKEFELLER.  Okay. 

Mike? 

Mr.  Brinck.  We  focused  on  the  grassroots  approach,  speaking  with 
our  local  posts.  The  great  fear  out  there,  for  whatever  reason,  is  the 
liability  that  is  incurred  when  you  start  up  a  group  home.  Oftentimes 
the  funding  requirements  for  the  insurance  are  fairly  steep.  We  would 
ask  that  if  there  is  a  way  for  VA  to  somehow  assume  that  liability 
with,  of  course,  proper  oversight,  we  would  certainly  like  that  to 
happen.  It  would  make  it  a  lot  easier  for  our  local  guys  to  get  into  the 
business  of  providing  these  shelters  for  veterans. 

And  one  other  thing,  anecdotally  I  have  heard  that  the  HUD 
homeless  summit  does  not  include  anybody  from  the  veterans 
community. 

Chairman  ROCKEFELLER.  Say  that  again. 

Mr.  Brinck.  There  is  apparently  a  HUD  homeless  summit  and  I 
don't  know  if  this  is  true  or  not,  but  I  have  been  told  that  there  will 
not  be  any  representation  from  the  veterans  community.  I  don't  know 
if  that  includes  VA  or  not. 

Chairman  ROCKEFELLER.  That  is  very  interesting.  I  would  ask  Jim 
and  John  to  pursue  that  and  find  out  what  is  going  on.  In  that 
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veterans  are  25  percent  of  the  population,  that  doesn't  make  a  whole 
lot  of  sense  to  me. 

Jim? 

Mr.  Magill.  Based  upon  our  contact  with  the  homeless  veterans, 
we  are  finding  out  that  they  do  know  what  benefits  and  help  is  out 
there  but  they  do  have  problems  in  going  into  shelters.  This  has  been 
something  that  has  continually  been  told  to  us. 

I  concur  with  John.  We  need  more  coordination.  Also,  I  think  one 
of  the  things  we  have  to  do,  and  it  is  getting  back  to  what  you  were 
saying  to  VA,  they  are  cutting  counselors.  I  think  it  is  important  that 
if  a  veteran  goes  in  to  a  regional  office  and  asks  what  can  you  do  to 
help  me  and  he  is  told,  we  don't  have  the  staff  right  now  but  can  you 
come  back,  a  lot  of  times  that  veteran  is  not  going  to  come  back.  I 
think  he  is  having  readjustment  problems,  a  lot  of  the  homeless 
veterans  have;  they  are  combat  veterans.  And  VA  has  got  to  have  the 
people  there  when  the  veteran  comes  in  to  help  them  at  that  time. 

Chairman  ROCKEFELLER.  You  are  referring  to  psychological 
counselors  and  others? 

Mr.  Brinck.  Yes,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Yes.  That  was  one  of  the  questions  of 
course  I  didn't  ask  VA. 

Ron,  maybe  you  would  want  to  offer  something. 

Mr.  Drach.  Thank  you,  Mr.  Chairman.  I  am  accompanying  Mr. 
Violante  today  just  to  comment  on  the  homeless  issue.  We,  too, 
support  the  idea  of  better  coordination  of  existing  services  and 
programs.  In  addition,  we  would  like  to  see  VA  conduct  mini- 
summits,  fashioned  after  their  national  summit  of  2  weeks  ago,  in 
some  of  the  areas  where  there  are  larger  concentrations  of  homeless 
veterans.  We  believe  that  there  should  be  early  intervention  in  debt 
restructuring  and  financial  counseling  for  those  who  are  not  yet 
homeless,  to  avoid  becoming  homeless,  particularly  those  who  have 
GI  home  loan  mortgages. 

Temporary  shelters  are  good  as  far  as  they  go.  However,  they  need 
to  provide  employment  and  training  counseling  and  assistance;  they 
need  to  provide  substance  abuse  counseling  and  treat  the  whole 
person  and  not  just  the  temporary  problem  of  homelessness,  but  what 
is  causing  that  homelessness  and  address  that.  They  need  vocational 
counseling  incorporated  into  the  programs. 

The  Speaker's  task  force  that  Speaker  of  the  House  Foley  convened 
came  out  with  numerous  recommendations.  We  recommend  you  look 
at  some  of  those  recommendations.  We  think  there  are  some  very 
good  recommendations  in  that  report.  DAV  commends  Speaker  Foley 
for  assuring  that  there  was  a  strong  component  of  veterans  home- 
lessness in  that  report.  It  was  a  very  good  report. 

We  believe  the  approach  to  the  problem  of  homelessness  is  not 
unlike  the  approach  the  DAV  took  with  PTSD  back  in  the  late  1970's. 
And  that  is,  going  into  the  community  and  looking  for  volun- 
teers— lawyers,  doctors,  social  workers,  counselors — and  asking  them 
to  come  in  to  the  shelters  or  to  the  programs  and  provide  pro  bono 
services  to  these  individuals  so  that  they  can  get  back  on  their  feet. 

Perhaps  the  most  important  thing  I  think  you  can  do  for  us,  Mr. 
Chairman,  is  the  new  reemployment  bill  that  President  Clinton 
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announced  yesterday.  This  proposal  is  devoid  of  any  reference  to 
military  downsizing  or  those  affected  by  military  downsizing.  Again, 
rather  than  looking  at  the  actual  homeless,  to  avoid  homelessness,  we 
believe  this  reemployment  bill  must  address  the  problems  of  those 
being  affected  by  the  downsizing  and  that  bill  needs  to  be  amended 
to  include  that. 

Chairman  ROCKEFELLER.  That's  an  interesting  thing  because  I  was 
at  that  ceremony.  Ron,  is  it  your,  or  anybody  else's,  view  that 
veterans  are  precluded  from  that? 

Mr.  Drach.  Not  precluded,  Mr.  Chairman,  but  my  experience  for 
the  last  20  years  in  dealing  with — 

Chairman  ROCKEFELLER.  Unless  you  are  included,  you  are 
precluded. 

Mr.  Drach.  Exactly.  Without  that  specific  language — 

Chairman  ROCKEFELLER.  Have  you  looked  at  the  language? 

Mr.  Drach.  I  haven't  seen  the  draft  language  yet,  Mr.  Chairman, 
but  we  were  briefed  earlier  this  week  by  Department  of  Labor 
officials  and  we  were  assured  that  the  language  is  not  in  there,  at 
least  it  was  not  in  the  draft  bill  as  it  was  presented  to  us. 

Chairman  ROCKEFELLER.  That's  interesting.  So  that  would  have  to 
be  something  that  DOD  was  doing,  wouldn't  it? 

Mr.  Drach.  We  think  that  the  language  has  to  be  inclusive.  It  has 
to  say  that  dislocated  worker  means  somebody  affected  adversely  by 
the  downsizing  of  the  military  or  words  to  that  effect.  Right  now,  it 
would  be  left  to  the  discretion  of  the  local  jurisdictions  as  to  whether 
or  not  a  person's  DD  214  carries  with  it  sufficient  proof  that  they 
were  affected  adversely  by  downsizing  versus  voluntary  withdrawal 
from  the  military.  And  for  somebody  who  is  a  first-term  enlistee,  that 
is  going  to  be  very  difficult  unless  it  is  on  a  DD  214,  and  we're  afi-aid 
that  it  won't  be. 

Chairman  ROCKEFELLER.  That  is  extremely  helpful  and  specific 
then,  Ron. 

Okay.  I  thank  all  of  you  gentlemen  on  that. 

Now,  let's  get  to  the  fiscal  year  1995  budget.  I  know  that  the 
members  of  the  Independent  Budget  Commission  have  coordinated 
their  statements,  which  is  very,  very  helpful. 

What  I  would  like  to  see  is  if  we  can  limit  the  presentation  to  20 
minutes,  then  Mr.  Hanson  of  The  American  Legion  will  have  5 
minutes  for  his  testimony,  and  then  we  will  go  to  questions.  So  my 
question  in  a  sense  is,  who  is  going  to  speak  for  the  members? 

Mr.  Brinck.  I  will,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Okay,  Mike. 

Mr.  Brinck.  Thank  you,  Mr.  Chairman.  For  the  eighth  year, 
AMVETS  is  pleased  to  cosponsor  the  Independent  Budget  with  our 
friends  from  the  DAV,  PVA,  and  the  VTFW.  It  is  our  collective 
assessment,  once  again,  of  what  VA  needs  to  accomplish  its  mission. 

This  year,  the  President  is  requesting  $37.8  billion  while  we  are 
recommending  $41.9  billion,  with  a  minimum  of  $40.6  billion  needed 
for  current  services.  To  put  that  difference  between  the  President's 
request  and  our  estimate  in  perspective,  $1  million  these  days  buys 
about  5,000  outpatient  visits. 
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I  think  first  we  would  probably  like  to  start  with  PVA  to  cover  the 
medical  portion,  followed  by  DAV  to  cover  compensation,  pension,  and 
other  benefits,  and  then  VFW  will  talk  about  the  construction 
program;  then  I  would  like  to  address  the  cemetery  system. 

Before  I  go,  I  would  like  to  also  thank  the  core  staff  at  Paralyzed 
Veterans  of  America,  who  do  the  lion's  share  of  the  production  of  this 
thing,  for  another  excellent  job. 

[The  prepared  statement  of  Mr.  Brinck  appears  on  page  55.] 

Chairman  ROCKEFELLER.  Yes.  I  haven't  been  here  that  long  but  I 
don't  know  of  any  other  area  in  Government  generally  where  groups 
get  together  and  do  a  budget.  I  haven't  heard  of  it.  So  it  is  incredible 
what  you  do.  It  is  great.  Please  go  ahead. 

Mr.  Mank.  Mr.  Chairman  and  members  of  the  Committee,  on 
behalf  of  the  Paralyzed  Veterans  of  America,  I  appreciate  this 
opportunity  to  testify  on  the  fiscal  year  1995  Department  of  Veterans 
Affairs  medical  care  budget.  First  of  all,  let  me  salute  Ms.  Susan 
Edgerton  who  is  certainly  an  authority  on  the  Independent  Budget 
and  has  had  a  great  impact  on  putting  that  document  together.  She 
is  in  the  audience  today. 

Chairman  ROCKEFELLER.  Where  is  Susan?  That's  Susan.  That's 
why  you  were  nodding  your  head  so  vigorously  when  I  was  talking. 
[Laughter.]  Okay.  Susan,  my  eyes  are  everywhere.  That's  great. 
Congratulations. 

Mr.  JVIank.  Mr.  Chairman,  PVA  believes  we  have  the  makings  of 
a  crisis  with  the  administration's  budget,  and  without  your  interven- 
tion, veterans  are  fearful  that  they  may  lose  their  health  care  system. 
VA  staffing  levels  are  proposed  to  be  cut  drastically.  But  that  is  not 
all.  VA  is  now  being  forced  to  compete  with  its  hands  tied  behind  its 
back  in  many  States  which  are  implementing  major  health  care 
reform  initiatives.  Many  of  these  States  offer  eligible  VA  beneficiaries 
a  richer  benefits  package  than  VA  is  able  to  make  available  to  them 
under  current  eligibility  rules.  But  the  action  in  the  States  is  still  not 
the  end  of  it,  because  if  the  combined  impact  of  all  these  factors 
doesn't  kill  the  VA  system,  comprehensive  national  health  care 
reform  under  these  conditions  will. 

Chairman  ROCKEFELLER.  Could  you  explain  that  to  me? 

Mr.  Mank.  Yes,  I  will. 

Chairman  ROCKEFELLER.  If  the  budget  doesn't  do  it,  comprehensive 
health  care  reform  will — you  mean  because  the  budget  won't  allow  VA 
to  compete  if  there  is  comprehensive  reform? 

Mr.  IVlANK.  That's  correct.  And  I  will  point  out  that  it  is  terribly 
important  that  VA  receive  the  $3.3  billion  that  you  and  the  Secretary 
talked  about  earlier. 

Funding  is  not  the  only  requirement  for  solving  the  VA  medical 
system's  problems,  but  it  is  certainly  an  important  point.  The 
administration  has  requested  $16.1  billion.  The  Independent  Budget 
suggests  that  is  $2.3  billion  less  than  is  recommended  for  current 
services,  and  $3.6  billion  less  than  the  full  recommendation  that  is 
needed. 

Very  briefly,  I  will  also  address  medical  research.  The  Secretary 
asked  for  $211  million.  We  strongly  urge  the  Committee  to  add,  at  a 
minimum,  $41  million.  In  times  of  fiscal  austerity,  research  is  always 
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the  first  item  on  the  chopping  block.  The  immediate  need  for  dollars 
perpetuates  a  cycle  of  forfeiting  research  opportunities  and  advance- 
ments in  medical  technology  which  could  serve  the  system  well  in  the 
future.  Investment  in  research  and  science  in  VA  and  elsewhere  is  no 
less  important  than  the  investment  in  other  domestic  concerns.  And 
that  $41  million  added  to  the  $211  million  would  just  put  us  level 
with  the  fiscal  year  1994  budget. 

Reductions  in  staffing  and  funding  will  prohibit  VA  from  develop- 
ing services  it  needs  to  be  competitive  under  a  comprehensive 
national  health  care  reform.  Reform  is  not  remote;  it  is  occurring  at 
the  State  level  today.  VA  must  be  liberated  from  restrictive  legisla- 
tion so  it  can  compete  as  necessary.  Of  greatest  concern  to  the 
Independent  Budget  coauthors  are  VA's  restrictive  eligibility  criteria. 

VA's  eligibility  criteria  are  its  greatest  obstacle  to  delivering  cost- 
effective  and  appropriate  care.  The  administration  claims  this 
problem  will  be  settled  once  VA  is  able  to  deliver  a  standard  benefit 
package  to  its  enrollees  like  other  providers  in  States  where  reform 
is  emerging.  Enactment  of  comprehensive  national  reform  may  come 
too  late.  Regardless  of  the  outcome  of  the  legislative  efforts  of  the 
Clinton  administration  and  the  103rd  Congress  on  health  care  reform, 
VA's  future  depends  on  being  able  to  deliver  medically  necessary 
services  to  veterans  in  convenient  settings. 

The  Independent  Budget  coauthors  urgently  plead  with  Congress 
to  amend  eligibility  criteria  which  are  trapping  VA  in  an  anachronis- 
tic practice  style  which  is  overly  reliant  on  inpatient  care.  VA  needs 
to  be  enhancing  ambulatory  care  clinics  now  to  prevent  veterans  fi'om 
leaving  the  system  in  droves  should  these  other  cost-competitive 
options  become  available. 

Finally,  Mr.  Chairman,  the  veterans  service  organizations  have 
been  asked  to  support  in  concept  the  President's  health  care  reform 
proposal.  We  have  done  so  with  a  promise  that  the  VA  health  care 
system  would  remain  a  viable,  quality,  independent  health  resource. 
If  the  conditions  are  right,  the  President's  proposal  could  offer  VA  a 
chance  to  come  out  ahead  in  health  care  reform.  But  this  can  only 
happen  if  the  system  is  given  the  tools,  the  stafi",  the  funding,  and  the 
motivation  to  accomplish  that  goal.  The  administration's  fiscal  year 
1995  budget  request  is  a  blueprint  for  disaster.  If  approved  intact,  it 
will  send  VA,  already  bankrupt  by  a  decade  of  underfunding,  out  to 
compete  in  a  reformed  national  health  care  environment  with  both 
hands  tied  behind  its  back. 

The  President's  health  care  reform  biU  promises  $3.3  billion  for  VA 
at  some  point  down  the  road  to  help  the  system  prepare  itself  for 
more  competition.  But  the  promises  of  future  support  provide  little 
comfort  to  a  system  facing  an  unprecedented  fiscal  crisis  right  now. 
Veterans  will  not  be  blind  to  the  inadequacies  in  their  system. 
National  health  reform  will  create  other  health  care  options  for 
veterans.  For  the  first  time,  Mr.  Chairman,  many  veterans  will  be 
able  to  vote  with  their  feet  for  the  health  care  that  they  need. 

For  VA  to  become  either  a  winner  or  a  survivor  of  health  care 
reform,  it  must  be  an  acceptable,  practical  choice  for  veteran  patients. 
Furthermore,  VA  must  have  the  resources,  the  facilities,  and  the 
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image  to  become  a  viable  provider  of  veterans  services.  That  con- 
cludes my  statement,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Thank  you,  Russell,  very  much. 

[The  prepared  statement  of  Mr.  Mank  appears  on  page  65.] 

Jim,  why  don't  we  go  to  you. 

Mr.  Magill.  That  would  be  fine,  sir. 

Chairman  ROCKEFELLER.  Okay.  Please  proceed. 

Mr.  Magill.  Once  again,  the  Veterans  of  Foreign  Wars  is  proud  to 
be  a  part  of  the  Independent  Budget  and,  as  in  the  past,  we  will 
concentrate  on  the  construction  aspect. 

In  view  of  the  fact  that  the  VFW  and  the  Independent  Budget  is 
committed  to  reforming  VA's  eligibility  criteria  for  those  receiving 
health  care  at  VA  medical  centers,  and  the  likelihood  that  some  form 
of  national  health  care  will  be  implemented,  we  are  particularly 
concerned  that  VA  have  the  physical  capabilities  of  providing  care  to 
an  expanded  veteran  population  and  at  the  same  time  be  competitive 
in  such  a  national  health  care  program. 

Probably  what  is  one  of  the  most  difficult  problems  facing  construc- 
tion management  is  the  coordination  of  mission  and  program 
planning  for  facilities  and  the  facility  development  program.  The 
Independent  Budget  VSO's  continue  to  believe  that  the  facility 
development  program  should  be  discontinued  until  a  VA  national 
health  care  plan  is  adopted  and  specific  missions  and  types  of 
facilities  within  the  VA  system  are  determined.  We  say  this  because 
we  believe  that  VA  and  Congress  are  likely  to  commit  to  an  inappro- 
priate structure  from  plans  based  on  the  present  delivery  system  and 
mission  if  the  current  facility  development  program  remains  in  place. 

If  VA  is  to  be  competitive  under  national  health  care  reform,  it 
must  practice  acute  and  some  extended  care  medicine  as  the  private 
sector  does.  That  would  be  substituting  more  appropriate  care  in 
community  and  ambulatory  care  settings  for  inpatient  care.  The 
Independent  Budget  coauthors  believe  that  VA  needs  to  begin 
extensive  primary  care  outreach  through  more  remote  and  satellite 
clinics  in  this  fiscal  year  and  in  fiscal  year  1995.  In  the  short  run, 
clinic  activities  must  move  closer  to  patients  and  the  potential  VA 
patients. 

The  present  outreach  and  community  clinic  criteria  in  VA's  facility 
sizing  model  need  to  be  reviewed  to  determine  if  distance  and  travel 
times  from  home  care  sites  are  too  great.  We  don't  believe  VA's  2- 
hour  driving  time  criteria  are  competitive  with  the  30-minute  criteria 
established  in  other  proposals. 

With  respect  to  time  restraint,  I  would  like  to  just  go  briefly  now 
into  what  we  believe  major  construction  and  minor  construction 
should  be.  We  recommend  a  $294  million  major  construction 
appropriation.  The  majority  of  our  recommended  appropriation  is  for 
the  leasing  of  outpatient  clinics  and  nursing  homes.  In  these 
uncertain  times,  the  Independent  Budget  coauthors  believe  that 
leasing  is  preferable  to  new  construction.  We  say  this  because  leasing 
offers  affordable,  expedient,  and  nonpermanent  solutions  to  the 
immediate  need  that  VA  has.  We  also  believe  that  VA  should  be 
considering  the  acquisition  and  conversion  projects  as  an  alternative 
to  new  construction  funded  through  this  major  construction  account. 
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With  respect  to  minor  construction,  we  recommend  $412  million. 
Of  course,  this  is  the  funding  for  smaller  projects.  It  is  interesting 
that  probably  more  than  50  percent  of  VA's  medical  facilities  are 
more  than  50  years  old.  Once  again,  if  VA  wants  to  be  competitive  in 
a  national  health  care  plan,  it  has  got  to  revitaUze  its  existing  plant. 
In  order  to  do  so,  we  believe  that  the  minor  construction  is  essential 
for  that.  Therefore,  that  is  why  we  are  recommending  an  increase  and 
not  just  a  flat  line  as  the  administration  does. 

That  concludes  my  statement.  I  would  be  more  than  happy  to 
respond  to  any  questions  you  may  have. 

Chairman  ROCKEFELLER.  Okay,  Jim.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Magill  appears  on  page  71.] 

Joe? 

Mr.  ViOLANTE.  Thank  you,  Mr.  Chairman.  On  behalf  of  the 
Disabled  American  Veterans  and  its  Women's  Auxiliary,  I  wish  to 
thank  you  for  this  opportunity  to  present  our  views  today. 

Mr.  Chairman,  veterans  continue  to  hear  that  these  are  fiscally 
tough  times.  However,  while  total  spending  on  all  social  welfare 
programs  is  projected  to  increase  by  nearly  $145  billion  between  1994 
and  1998,  VA  appropriations  will  decline  by  $2.5  billion.  During  a 
time  when  expenditures  for  all  Federal  programs  are  increasing  at  an 
extraordinary  pace,  the  cost  of  veterains  benefits  is  held  to  a  virtual 
straight  line. 

Mr.  Chairman,  enough  is  enough.  These  annual  cuts  in  veterans 
benefits  and  services  must  stop.  The  debt  owed  to  veterans  and  their 
families  for  their  sacrifices  made  in  defense  of  freedom  we  all  enjoy 
has  come  due.  We  urge  you,  Mr.  Chairman  and  the  members  of  this 
Committee,  like  your  counterparts  in  the  House  have  already  done, 
to  reject  President  Clinton's  fiscal  year  1995  VA  budget.  It  is  time 
that  our  Nation  honors  its  moral  obligation  to  these  defenders  of 
democracy. 

With  increased  demand  and  runaway  backlogs  and  delays  at  VBA 
and  BVA,  something  must  be  done  to  adequately  fund  VA.  If  VA 
cannot  provide  timely  benefits  and  services  today,  how  can  we  expect 
VA  to  do  so  in  the  future  with  the  severe  employee  cuts  that  they  are 
expected  to  take.  As  pointed  out  in  the  Independent  Budget,  without 
a  significant  increase  in  the  number  of  employees  available  to 
adjudicate  veterans  benefits  claims,  claims  backlogs  will  increase 
beyond  the  already  unacceptable  levels,  rendering  congressionally 
authorized  benefits  meaningless  and  causing  even  more  hardships  to 
those  who  depend  on  VA  compensation  payments  to  provide  for  their 
daily  necessities. 

Mr.  Chairman,  last  year  VA  estimated  that  it  would  take  approxi- 
mately 1,050  additional  employees  to  reduce  the  claims  backlog  to 
200,000  claims.  Yet,  the  President's  budget  calls  for  a  reduction  of 
622  employees  for  VBA.  In  addition,  should  the  Congress  reject — and 
it  is  possible  it  will — an  administrative  proposal  to  fund  the  adminis- 
trative costs  of  VA's  insurance  programs,  VBA  will  be  faced  with  an 
additional  loss  of  546  employees,  for  a  total  of  1,168  employees  less 
for  fiscal  year  1995  than  are  currently  available  to  provide  services 
to  veterans  and  their  families.  This  would  be  more  than  2,200 
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employees  below  what  VA  stated  was  needed  to  reduce  its  backlog  to 
200,000  claims. 

The  situation  at  the  BVA  is  even  worse.  The  delays  have  become 
unconscionable  and  intolerable.  Veterans  will  be  required  to  wait  4 
years  for  a  decision  on  their  appeal  to  the  BVA  by  the  end  of  fiscal 
year  1994.  Sadly,  almost  50  percent  of  these  decisions  will  remand 
the  claim  back  to  the  regional  office  for  further  development  or 
readjudication. 

Mr.  Chairman,  the  President  has  requested  a  budget  of  $16.1 
billion  to  fund  the  Veterans  Health  Administration  provision  of  direct 
health  care  services  to  our  Nation's  veterans.  What  is  immediately 
apparent  is  the  imminent  inadequacy  of  funding  to  permit  VA  to 
provide  quality  and  timely  health  care  to  veterans.  The  President's 
request  represents  an  inadequate  budget  in  the  face  of  VA  preparing 
to  embark  down  the  road  towards  reforming  their  health  care  delivery 
system  in  context  with  the  President's  overall  health  care  reform 
proposal  for  the  Nation. 

Mr.  Chairman,  although  DAV  has  not  and  will  not  take  a  position 
on  nor  endorse  the  President's  overall  health  care  proposal,  we  are 
generally  in  agreement  with  and  supportive  of  the  role  identified  for 
VA  in  the  context  of  veterans  health  care  reform.  However,  we  are 
not  confident  that  VA  will  be  able  to  proceed  down  the  path  of 
meaningful  and  sustainable  reform  unless  and  until  an  adequate 
budget  is  enacted  that  will  permit  them  to  do  so. 

In  closing,  Mr.  Chairman,  I  again  urge  you  and  the  members  of 
this  Committee  to  reject  the  President's  budget  and  to  help  reverse 
the  trend  of  continued  cuts  in  benefits  and  services.  Veterans  need 
someone  to  champion  their  cause  and  to  stand  up  for  their  rights. 

Mr.  Chairman,  this  concludes  my  statement.  I  would  be  pleased  to 
answer  any  questions. 

Chairman  ROCKEFELLER.  Okay.  Thank  you  very  much,  Joe. 

[The  prepared  statement  of  Mr.  Violante  appears  on  page  58.1 

Chairman  ROCKEFELLER.  John,  you  will  have  now  separate 
testimony. 

STATEMENT  OF  JOHN  HANSON,  DIRECTOR,  NATIONAL 

VETERANS  AFFAIRS  AND  REHABILITATION  COMMISSION, 

THE  AMERICAN  LEGION 

Mr.  Hanson.  Thank  you,  Mr.  Chairman.  As  you  know.  National 
Commander  Bruce  Thiesen  of  The  American  Legion  appeared  before 
a  joint  hearing  of  the  House  and  Senate  Committees  on  Veterans' 
Affairs  last  September  to  present  The  Legion's  view  on  the  fiscal  year 
1995  budget.  We  recommended  some  $2  billion  more  than  the  fiscal 
year  1995  administration  budget  for  health  care  and  about  $70 
million  more  in  research.  We  certainly  stand  by  those  figures. 

We  understand  that  there  are  pressures  to  save  money  wherever 
possible  and  we  understand  mandates  that  the  Congress  has  to 
operate  under  to  meet  budgetary  goals.  But  we  can't  accept  the 
administration's  budget  as  a  legitimate  effort  to  address  the  problems 
facing  the  delivery  of  services  to  veterans  and  their  families.  In  fact, 
we  think  this  budget  is  just  a  slight  variation  on  an  old  theme  and  we 
really  hope  that  the  tune  will  be  changed. 
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For  more  than  a  year  The  American  Legion  and  some  of  our 
colleagues  in  the  other  VSO's  have  been  working  closely  with  the 
administration  on  what  we  considered  to  be  a  fair  and  honest  plan  for 
the  delivery  of  health  care  to  the  Nation's  veterans.  We  thought  we 
were  working  on  a  way  for  VA  to  become  a  competitive  partner  in  a 
national  health  care  reform  package.  And  while  we  appreciate  the 
attention  that  the  administration's  health  care  plan  alone  pays  to  VA, 
the  numbers  we  see  in  this  budget  don't  match  the  concern  expressed 
by  the  Secretary  and  his  representatives. 

Maybe  the  personnel  cuts  that  we've  heard  about  are  only  an 
illusion  and  maybe  they  are  part  of  some  sort  of  accounting  gimmick, 
but  we  don't  think  so.  If  VA  can  do  what  it  needs  to  do  to  be  a 
legitimate  player  in  health  care  reform  with  fewer  people  and  fewer 
real  dollars,  then  we  have  really  got  to  wonder  why  we've  been 
coming  up  here  all  these  years.  We're  betting  VA  really  can't  do  it 
with  less,  and  it  would  be  a  loss  of  a  remarkable  opportunity  that 
might  never  come  along  again. 

And  while  we  have  been  fiddling  with  the  problem  of  health  care 
reform,  the  benefit  side  of  the  house  has  been  burning  down.  The 
backlog  of  claims  for  earned  disability  benefits  and  pensions  is  just 
absurd.  We  commend  you  for  your  recent  efforts  to  do  something  to 
help  correct  the  problems  that  exist.  Now  what  should  be  only  an 
inconvenient  wait  for  benefits  can  stretch  out  until  an  uncomfortable 
situation  becomes  desperate.  Of  course,  while  a  veteran  is  waiting  for 
his  or  her  benefit  decision,  the  other  parts  of  the  VA  puzzle  are  also 
shut  down.  How  can  it  be  that  a  Nation  that  professes  to  treasure  its 
servicemembers  can  construct  the  artificial  barriers  of  bureaucracy 
and  budget  constraints  so  high  that  many  people  just  give  up.  We 
think  we're  better  than  that. 

There  are  other  problems  in  the  budget,  of  course.  The  VA  research 
budget  request  is  more  than  $40  million  less  than  what  was  approved 
for  the  current  fiscal  year  and  nearly  as  low  as  VA's  request  fi^om  last 
year.  We  consider  medical  and  prosthetic  research  to  be  critical  to  the 
success  of  VA's  mission  of  delivering  health  care.  Periodic  shortchang- 
ing has  long-term  negative  effects  that  can't  be  undone  later  on.  If  VA 
research  is  going  to  continue  to  be  a  vital  component  of  VA's  health 
care  effort,  it  can't  be  held  hostage  by  the  budget  process. 

The  programs  VA  administers  are  often  a  lifeline,  sometimes  the 
only  lifeline,  to  deserving  people  who  might  not  have  other  options. 
If  a  veteran  must  wait  for  months  to  receive  a  check  for  an  earned 
entitlement,  that  veteran  is  going  to  feel  disregarded.  Veterans  who 
are  turned  away  from  VA  medical  centers  often  don't  come  back  until 
their  situations  are  critical,  and  that  cost  to  the  system  can  be 
enormous.  The  people  VA  serves  deserve  better  than  hollow  promises 
and  pledges  of  more  efficiency.  They  deserve  our  thanks  and  our 
compassion  and  this  budget  provides  little  of  either. 

Thanks  again,  Mr.  Chairman,  for  the  chance  to  come  before  you. 
We  look  forward  to  working  with  you  and  this  Committee  to  help  turn 
the  situation  around. 

[The  prepared  statement  of  Mr.  Hanson  appears  on  page  50.] 

Chairman  ROCKEFELLER.  I'm  just  thinking,  as  you  all  give  your 
testimony,  that  VA  was  one  of  only  seven  agencies  of  the  Federal 
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Government  to  get  an  increase.  In  view  of  the  discouraging  prospects 
that  you  all  see  relative  to  what  is  encompassed  within  that  increase, 
I  hate  to  think  what  some  other  folks  are  going  through  throughout 
Government. 

Let  me  ask  you  a  question.  I  have  been  hearing  indirectly  rumors 
that  the  veterans  organizations  are  getting  more  and  more  skeptical 
about  President  Clinton's  health  care  reform  plan.  I  want  to  put  that 
to  you  directly  and  get  your  response. 

If  that  is  true  because  you're  looking  and  think  you  are  not  seeing 
enough  progress  through  the  Committee  system,  that  is  one  thing.  If 
you  are  looking  at  it  and  deciding  that  the  President  doesn't  mean  it 
or  that  I  or  others  don't  mean  it  and,  therefore,  that  you  are  begin- 
ning to  separate  yourselves  from  it,  if  that  is  the  case,  then  that  of 
course  is  quite  another  thing.  I  would  like  to  have  your  very  frank 
views  about  that. 

In  view  of  all  that  is  going  on,  it  is  going  to  be  very  tough  to  do 
health  care  reform  in  the  first  place.  We  are  going  to  need  everybody 
we  can  get  helping  and  helping  with  everything  they  have,  which 
would  mean  all  the  VSO's  helping  with  every  single  ounce  of  energy 
that  they  have  to  get  this  passed.  So  this  is  time  /or  some  good 
straight  talk  and  I  would  like  to  get  your  views  on  it. 

Mr.  Magill.  I  can  start  it  off  if  you  want.  The  Veterans  of  Foreign 
Wars  is  only  concentrating  its  efforts  on  the  VA  portion  of  the  health 
plan. 

Chairman  ROCKEFELLER.  I  understand  that. 

Mr.  Magill.  What  I  think  is  happening,  I  wouldn't  say  that  we  are 
skeptical,  I  think  what  we  are  observing  is  that  we're  not  going  to 
have  the  plan  that  was  originally  introduced.  It  is  going  to  be 
drastically  changed  before  it  is  enacted  into  law.  We  always  have 
concerns,  and  I  think  you  brought  up  one  of  them  today  when  you 
were  talking  about  the  money  that  was  to  be  set  aside,  that  $3.3 
billion.  They  are  starting  to  even  chip  away  at  that.  When  the  plan 
was  introduced,  the  VFW,  along  with,  I  think,  almost  everybody  here 
at  the  table,  was  at  a  briefing  at  VA  and  we  all — I  can't  speak  for  the 
rest  of  them — but  the  VFW  endorsed  the  concept  of  it. 

What  we  are  concerned  about  is  when  you  have  so  many  commit- 
tees that  are  going  to  be  working  on  this  plan,  both  House  and 
Senate — Subcommittees,  full  Committees — and  then  to  have  a  bill 
passed  in  both  houses  and  then  go  to  a  conference,  we  are  nervous  as 
to  what  is  going  to  happen  to  VA.  VA  can  be  a  competitor,  and  I  think 
if  they  have  a  level  playing  field,  they  can  survive.  But  when  we  see 
actions  like,  again,  to  go  back  to  the  money  that  is  to  be  appropriated 
over  a  3-year  period — and  we  appreciate  your  help  in  making  sure 
that  full  amount  is  restored  and  is  going  to  be  available  to  VA — we 
have  to  wonder  what  else  may  happen.  We  attempt  to  work  as  much 
as  we  can  with  you,  with  the  Committee  on  the  House  side,  and  with 
the  administration  to  get  the  best  bet  for  VA.  I  am  not  sure  if  I've 
answered  your  question. 

Chairman  ROCKEFELLER.  You  are  being  direct  with  me.  That  is  all 
I  can  ask. 

Mr.  Brinck.  The  4,000  cut  they  are  talking  about  this  year  in 
personnel  for  VA  I  think  is  a  good  example  of  our  concern.  Everybody 
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knows  that  VA  has  to  transition  from  an  acute  care  system  to  a  more 
ambulatory  care  kind  of  system,  and  there  has  been  a  lot  of  talk  from 
Dr.  Headley's  office  and  others  about  putting  300  or  400  new 
outpatient  clinics  in  community  settings  around  the  country.  It  is 
difficult  to  see  how  they  are  going  to  accomplish  that  when  they  can't 
do  it  now  with  the  people  they've  got  and  when  they  are  cutting  4,000 
more  people  out  of  that  same  system. 

Theoretically,  if  you  would  say  400  new  sites,  maybe  10  each  of 
those  4,000  people  should  be  placed  at  those  400  sites  throughout  the 
country  instead  of  cutting  them.  If  there  are  efficiencies  to  be  gained, 
and  we  have  to  take  the  Secretary  at  his  word  that,  yes,  there  are 
efficiencies,  instead  of  cutting  those,  why  not  reallocate  those 
throughout  the  VA  system  to  make  the  VA  health  care  system  a 
reality  in  terms  of  delivery,  rather  than  just  at  times  an  empty 
promise. 

We  see  things  going  in  the  wrong  direction.  They  have  made  a 
valiant  effort  at  the  reinvention  office  under  Dr.  Headley's  direction 
over  the  last  2  or  3  months  of  redefining  themselves  and  what  they 
want  to  be.  I  think  that  given  the  opportunity  and  the  financial 
resources  to  accomplish  that,  they  could  do  it.  But  this  budget  that 
we  see  coming  down  the  street  this  year  just  lends  no  credence  to 
that. 

Chairman  ROCKEFELLER.  Let  me  just  follow  on  that.  Health  care 
reform,  as  you  indicated,  Jim,  includes  a  whole  bunch  of  things  which 
don't  necessarily  relate  to  the  VA  system.  Then  there  is  the  VA 
system  and  it  is  being  kept  separate.  And  there  is  the  money,  which 
is  meant  to  be  $3.3  billion,  to  help  VA  in  the  transition.  And  then 
obviously,  if  we  are  cutting  full-time  employee  equivalents,  that  hurts 
whether  we  have  $3.3  billion  or  whether  we  don't  have  $3.3  billion. 
On  the  other  hand,  we  all  knew  going  into  this  deal  that  the 
President  had  said — and  we  in  the  Congress  had  voted — that  there 
was  going  to  be  a  half-trillion  dollars  in  deficit  reduction  over  the  next 
5  years.  So  we  are  obviously  going  to  have  to  do  something. 

As  I  look  at  VA,  I  look  upon  the  VA  part  of  this  in  terms  of  health 
care  reform  and  preserving  VA  and  VA's  position  both  as  separate, 
but  also  having  this  chance  to  compete  as  one  of  the  safest  parts  of 
health  care  reform.  I  think  there  is  almost  no  way  that  I  can  foresee, 
using  whatever  political  worst  scenarios  I  can  come  up  with — and  you 
get  pretty  good  at  that  around  here — that  VA  is  going  to  lose  its 
independence,  the  so-called  Canadian  experience.  At  the  heart  of 
every  veteran  lies  that  fear  that  just  somehow,  this  is  the  beginning 
of  some  process  and  it  will  end  up  like  it  did  in  Canada. 

In  my  worst  case  scenario  thinking,  and  I  can  be  pretty  gloomy,  I 
can't  see  that.  I  just  don't  see  that  happening.  I  think  we  are  going 
to  get  the  $225  million  back  because  I  want  it  back.  So  that  leaves  us 
then  with  the  question  of  research,  construction,  FTE  cuts  in  the 
present  VA  system,  and  the  effect  that  would  have  in  terms  of  being 
able  to  compete  with  the  non-VA  national  health  care  system  which 
itself  is  going  through  a  lot  of  reductions.  For  example,  in  my  State 
of  West  Virginia,  we  have  lost  six  hospitals  in  the  last  5  years  and 
there  are  about  five  more  that  are  about  to  go,  they  are  just  on  the 
edge,  just  barely  hanging  on.  Hence,  there  are  many  disenfranchised 
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people  looking  for  other  places  to  go,  including  a  lot  of  veterans,  of 
whom  we  have  270,000  in  West  Virginia. 

So,  just  reflect  on  what  I  am  saying.  Am  I  just  being  optimistic 
about  this?  Pete  Stark  of  the  House  put  in  voluntary  alliances.  To  me, 
that  is  like  not  putting  in  alliances.  I  think  that  is  a  really  dumb 
thing  to  do,  but  it  didn't  surprise  me  when  he  did  it.  So  I  am  very 
upset  about  that.  But,  on  the  other  hand,  I  know  that  it  has  got  to  go 
through  five  different  committees,  including  the  one  I  sit  on  here, 
another  one  called  the  Finance  Committee  that  I  sit  on,  and  then 
another  one  that  Ted  Kennedy  sits  on  and  several  others.  When  it 
goes  to  those  five  different  committees,  they  may  all  come  up  with 
different  answers.  But  when  we  have  the  conference,  there  is  going 
to  be  a  cadre,  I  believe,  of  very  strong  advocates  of  the  right  kind  of 
health  care  reform,  including  the  veterans  part. 

Now,  I  may  be  naive  and  this  may  all  just  go  spiralling  down.  I 
don't  know.  But  why  is  it  that  I  am  not  worried  about  it.  I  mean,  I 
am  going  to  get  that  $225  million  back.  I  will  get  it  back  from  the 
President  and  the  First  Lady  if  I  have  to.  I  don't  need  Leon  Panetta 
for  that  because  that  is  a  promise  that  was  made  to  me,  and  Panetta 
is  pla3mig  games  with  us;  I  know  he  is  and  I  know  he  knows  I  know 
he  is.  He  just  saw  an  easy  way  to  lop  off  $225  million  and  probably 
figures  we're  going  to  come  back  and  get  it. 

So  I  see  the  problem  then  as  the  budget  cuts  in  the  VA  sys- 
tem— the  medical  cuts,  the  research  cuts,  and  the  FTE  cuts — which 
are  a  result  of  the  half-trillion  dollar  reduction.  I  see  there  a  reason 
for  concern  and  I  share  that  concern  and  I  want  to  fight  back  with 
you  on  that. 

Let  me  just  stop  talking.  Just  reflect  on  what  I  have  said.  Why  am 
I  more  worried  about  other  parts  of  that  health  care  plan  than  I  am 
about  the  VA's  intact,  integral,  untouched  system  with  $3.3  billion 
coming,  with  the  exception  of  these  substantial  budget  cuts  and  FTE 
cuts  that  we've  been  talking  about  today? 

Mr.  Hanson.  Mr.  Chairman,  I  don't  know  why  you  are  not  worried 
about  that  except  that  that  part  of  the  President's  health  care  plan 
is  very  strong. 

I  think  our  concern  is  not  with  either  your  commitment  or  really 
the  administration's  commitment  to  preserving  VA  as  an  independent 
health  care  delivery  system.  Our  concern  is  that  in  the  process  with 
all  of  the  other  plans,  none  of  which  mention  VA  in  any  way  as  far  as 
we  can  tell,  that  somehow  VA  might  get  shunted  aside  or  might  get 
less  than  it  needs  even  in  that  mix. 

What  we  have  all  done  here  today,  and  Lord  knows  I  can't  speak 
for  the  other  organizations,  but  what  we  have  done  is  illustrate  what 
is  wrong  with  leaving  VA  alone.  If  we  continue  to  leave  VA  alone, 
they  can  continue  to  get  a  dollar  more  every  year  and  proclaim  that 
they  are  the  only  Federal  agency  getting  an  increase  and  it  doesn't  do 
anybody  any  good. 

We,  too,  and  I'll  agree  with  Jim,  we  have  focused  entirely  on  the 
VA  portion  of  the  President's  plan  because  it  is  all  we  can  do.  I  know 
that  irritates  some  of  the  administration's  allies  in  the  Congress,  but 
we  can't  do  much  more  than  that  because  we  aren't  prepared  to  and 
we're  not  equipped  to. 
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Our  concern  really  is  that  some  sort  of  benign  neglect  will  end  up 
doing  VA  in.  We  see — 

Chairman  ROCKEFELLER.  You  mean  for  the  long  haul? 

Mr.  Hanson.  Yes,  sir. 

Chairman  ROCKEFELLER.  Really,  John? 

Mr.  Hanson.  Yes,  sir.  If  nothing  is  done,  we  are  no  better  off  than 
we  are  now  and  we  are  pretty  bad  off  now.  We  don't  see  Congress 
appropriating  enough  money  to  continue  VA  in  the  way  that  it  needs 
to  be  continued  in  health  care,  separate  from  what  the  Clinton 
proposal  is.  That  is  why  we  think  that  it  is  a  chance  for  VA  to 
succeed.  It  is  also  a  chance  for  VA  to  fail  and  there  is  something  sort 
of  gloriously  wonderful  in  that.  VA  will  have  an  opportunity  to  do 
what  we  think  it  does  best.  It  can't  do  that  under  the  current  system. 

For  all  of  the  members  who  think  that  just  leaving  VA  alone  is  the 
proper  thing  to  do,  we  have  been  trying  to  make  that  message  very, 
very  clear.  We  have  also  been  educating  our  membership  that  we 
can't  just  leave  VA  alone;  that  change  is  not  a  bad  thing,  change  may 
be  the  only  salvation. 

But  I  want  to  reassure  you  that  we  don't  doubt  your  commitment, 
and  we  appreciate  your  commitment  and  the  energy  you  have  put 
into  making  VA  an  integral  part  of  the  administration's  plan. 

Chairman  ROCKEFELLER.  Let  me  ask  you  this,  any  of  you.  Let's 
suppose  that  all  of  the  money  were  put  back  in  and  we're  given  an 
inflation-adjusted  increase  so  that  we  have  the  kind  of  things  that 
you  are  talking  about  in  that  document.  What  would  be  your 
assessment — and  you  are  not  held  to  anything  at  all,  just  gut  instinct 
on  this — and  let's  suppose  that  we  were  doing  what  we  ought  to  be 
doing  within  the  context  of  Government  restraint.  In  other  words,  it 
would  be  an  inflation  plus,  let's  say.  Let's  suppose  that  we  had  that 
kind  of  money  and  we  were  doing  it.  When  you  get  into  competition 
and  you  get  into  competition,  let's  say,  on  a  reasonably  equal  basis, 
somebody  wins  and  somebody  loses.  Actually,  that  is  not  always  true; 
sometimes  people  can  hold  on  for  a  long  time.  I  have  been  to  some  VA 
facilities  that  I  would  stack  up  against  anything  I  have  ever  seen  in 
the  private  sector  and  I  have  been  to  some  VA  facilities  that  I 
wouldn't  stack  up  against  anj^hing  I've  seen  in  the  private  sector. 

Just  for  your  own  information,  I  did  something  interesting  a  couple 
of  weeks  ago.  I  went  to  the  food  service  center  at  the  Clarksburg  VA 
because  I  had  been  hearing  reports  that  they  were  giving  lousy  food 
and  on  top  of  that,  weren't  doing  it  very  nicely.  So  I  made  an 
unannounced  visit  which  Jim  and  John  and  I  like  to  do.  Jim  did  that 
the  other  day  at  the  Washington,  DC,  VA  Medical  Center  and  went 
around  and  found  some  things  he  liked,  some  things  he  didn't  like, 
and  got  back  here,  and  within  15  minutes  had  a  phone  call  from  the 
director.  These  kinds  of  things  tend  to  get  attention. 

But  I  just  arrived  at  the  exact  point,  in  fact,  when  they  had  gone 
out  and  collected  questionnaires  from  the  veterans  in  that  hospital  in 
Clarksburg  about  what  they  thought  of  the  food  service.  My  timing 
was  just  ridiculously  good.  So  I  grabbed  these  stacks,  knowing  that 
my  case  was  made  with  the  exception  that — and  I  can't  say  to  my 
disappointment — they  all  said  it  was  terrific.  On  a  scale  of  1  to  5,  5 
being  excellent,  they  were  all  5's;  there  were  a  couple  of  4's  and  the 
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rest  were  all  5's.  So  I  had  been  misinformed.  But  that  was  good.  I  can 
take  that  same  test  at  the  Columbia  Presbyterian  Hospital  in  New 
York  where  I  was  born  and  had  slipped  disc  surgery,  Eind  I  don't 
think  I  would  get  that  kind  of  response. 

I  am  making  a  very  long  way  of  asking  this  question.  If  we  were  to 
get  into  the  real  world  of  competition  with  non-VA  hospitals  and  we 
had  reasonable  budget  resources — as  hospitals  have  to  fight  budgets, 
so  do  we.  Some  for-profit  hospitals  make  money,  but  a  lot  of  nonprofit 
hospitals  lose  a  ton  of  money.  In  fact,  I  think  hospitals  lost  $400 
billion  last  year  in  America.  How  would  we  do?  We  have  171  hospitals 
out  there  plus  a  lot  of  other  things  competing.  How  do  you  think  we 
would  do? 

Russ? 

Mr.  Mank.  Mr.  Chairman,  may  I  just  address  two  points.  First, 
your  original  question  about  how  PVA  views  the  current  bill.  I  think 
we  endorsed  it  in  concept  just  as  some  of  the  other  organizations  have 
done,  because  it  contained  some  language  about  the  Department  of 
Veterans  Affairs.  And  that  is  a  positive  thing  and  I  think  that  will 
potentially  address  eligibility  reform  because  the  basic  plan  does 
provide  some  structure.  That  is  irriportant.  But  there  is  a  caveat. 
What  happens  if  that  bill  as  it  is  written  does  not  pass?  Then  that 
begins  to  crumple  because — 

Chairman  ROCKEFELLER.  That's  a  big-time  problem.  I  agree. 

Mr.  Mank.  Because  then  we  are  not  playing  on  a  level  playing 
field,  which  comes  to  the  second  point  you  have  just  raised.  If  there 
are  insufficient  funds  for  the  Department  of  Veterans  Affairs  to 
compete  with  Columbia  Presbyterian  Hospital,  then  the  veterans  will 
walk  from  VA  to  the  other  hospitals.  That  is  what  we  fear. 

Chairman  ROCKEFELLER.  You  mean  they  will  stay  at — 

Mr.  Mank.  Given  an  option,  if  VA  is  grossly  underfunded,  then  the 
veteran  may  leave  and  the  Department  of  Veterans  Affairs  hospital 
system  will  collapse  of  its  own  accord. 

Chairman  ROCKEFELLER.  Russ,  I  don't  know  for  sure  about 
Columbia  Presbyterian,  but  my  guess  is  Columbia  Presbyterian  is 
going  through  a  whole  bunch — I  know  they  lost  a  ton  of  money  last 
year  because  I  was  up  in  New  York  several  months  ago  and  somebody 
told  me  that.  My  guess  is  they  are  going  through  a  ton  of  FTE  cuts 
just  like  we  are  because  they  are  losing  money.  If  they  don't  have  the 
money  to  pay,  they  have  got  to  lay  people  off  or  they  are  losing  some 
of  their  top  orthopedic  surgeons  or  they  are  doing  less  research — I 
don't  know  what  is  happening.  But  I  know  they  lost  money  and  when 
they  lose  money  in  the  hospital  business,  they  can't  go  out  and 
borrow,  they  have  got  to  respond  to  that  problem.  That  is  what  I  am 
tr)ang  to  get  at.  It  is  not  just  VA  hospitals.  About  half  the  hospitals 
in  this  country  are  losing  money,  non-VA  hospitals  are  losing  money. 

Mr.  Brinck.  Senator,  that  offers  an  opportunity  to  VA. 

Chairman  ROCP^EFELLER.  It  does. 

Mr.  Brinck.  I  wrote  a  note  to  myself:  "Final  shape  of  VA  will 
determine  ability  to  compete."  If  VA  remains  essentially  171  medical 
centers,  the  veterans  aren't  going  to  choose  them  as  their  provider 
much  beyond  the  group  that  now  is  seen  there.  And  I  am  assuming 
that  eligibility  reform  also  happens.  There  is  no  reason  other  than 
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maybe  over  capacity  that  those  six  hospitals  that  you  cited  in  West 
Virginia  that  closed  shouldn't  have  maybe  had  a  VA  franchisee  stamp 
on  it  to  help  them  make  ends  meet.  There  is  no  reason  that  rural 
America  couldn't  call  up  VA  and  say,  "If  we  build  it,  will  you  come?" 
And  I  suspect  they  would  be  more  than  happy  to  do  that. 

Every  county  and  small  town  in  America  would  love  to  have  a 
doctor.  My  hometown  of  West  Point,  Iowa,  for  example.  Six  hundred 
people,  and  the  town  doctor  finally  died.  They  offered  scholarships, 
they  offered  facilities,  equipment,  staffing — the  one  thing  they 
couldn't  attract  was  a  doctor.  Why  should  the  veterans  in  that  area 
drive  75  miles  to  Iowa  City? 

There  are  lots  of  opportunities  out  there  for  VA  to  reconfigure  its 
system  at  relatively  low  cost  and  they  will  attract  those  veterans.  To 
me,  the  biggest  impediment  to  VA  right  now  is  its  inability  to  be 
where  the  veterans  are. 

Chairman  ROCKEFELLER.  I  am  not  aware  of  that  kind  of  thing. 
That's  an  interesting  study.  In  other  words,  veterans  population 
versus  where  medical  facilities  are.  Actually,  I  haven't  seen  that.  It 
has  got  to  exist,  doesn't  it?  Do  you  gentlemen  have  that? 

Mr.  ViOLANTE.  I  believe  there  was  an  article  not  too  long  ago  in 
either  the  Army  Times  or  the  Federal  Times  about  the  population 
shift  to  the  Sun  Belt  and  how  VA  will  be  able  to  cope  with  that.  I  will 
try  and  find  that.  But  I  know  there  have  been  some  studies  on  that. 

Chairman  ROCKEFELLER.  Good.  Look,  we  have  got  to  fight.  We 
have  to  fight  so  that  we  can  prevail  on  this.  I  don't  want  you  to  be 
discouraged.  It  is  not  my  business  to  say  what  I  want  you  to  be  or 
what  I  don't  want  you  to  be,  but  the  reason  I  don't  want  you  to  be 
discouraged  about  health  care  reform  is  because  if  you  get  discour- 
aged about  it,  then  your  members  are  going  to  get  discouraged  about 
it  and,  therefore,  our  congressional  representatives  are  going  to  be 
hearing  less  about  it.  They  will  have  less  reason  to  have  steel  in  their 
spine,  and  it  is  going  to  take  a  ton  of  steel  in  a  ton  of  spines  to  get 
this  thing  done. 

I  am  not  a  believer  in  incrementalism.  I  think  we  have  got  to  do 
the  whole  thing  this  year.  I  don't  want  to  do  paperwork  and  tort 
reform  and  insurance  reform  this  year  and  leave  employee  participa- 
tion and  all  the  rest  of  it  until  some  other  year.  There  won't  be 
another  year.  This  is  our  shot. 

I  accept  the  difficulty  of  these  budget  cuts,  and  I  will  work  with 
you  to  try  and  get  as  much  of  the  funding  back  as  we  possibly  can, 
because  we  need  to  do  that  to  be  ready  for  health  care  reform.  And 
even  if  there  weren't  health  care  reform  going  on  nationally,  we  need 
to  do  that. 

Secondly,  I  hope  very  much  that  insofar  as  you  can  bring  yourself 
to  do  that,  that  you  will  be  and  speak  and  think  positively  on  health 
care  reform.  It  is  psychological.  It  is  a  very  funny  thing.  I  was 
interviewed  just  a  little  bit  ago  and  somebody  said  Pete  Stark's 
committee  had  come  out  with  a  bill  that  only  took  care  of  the 
uninsured  and  didn't  that  mean  that  health  care  was  failing,  that  the 
President's  bill  was  failing.  And  I'm  on  television,  so  if  I  answer 
"Yes,"  then  that  goes  out,  which  it  doesn't  in  my  mind  because  I 
think,  as  I  told  you,  Pete  Stark's  committee  is  just  one  of  many 
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committees.  When  it  gets  over  to  other  committees  Hke  John  Dingell's 
in  the  House  and  Teddy  Kennedy's  and  the  ones  I  am  on,  I  hope  it  is 
going  to  find  a  lot  more  fi-iendly  territory.  We  will  see  about  that.  I 
think  Republicans  and  Democrats  will  do  health  care  reform  because 
I  think  any  Republican  and  any  Democrat  who  votes  against  health 
care  reform  and  is  up  for  reelection  can  kiss  the  Congress  good-bye 
or  the  voters  will  kiss  them  good-bye  on  behalf  of  the  Congress,  and 
they  ought  to. 

I  make  it  my  business  when  I  come  to  work  every  day  to  think  of 
all  the  reasons  why  we  are  going  to  do  this  and  how  it  will  happen. 
If  Pete  Stark  wants  to  do  that  and  just  take  care  of  the  uninsured, 
okay,  that's  fine.  That's  not  what  I  am  interested  in.  I  want  more  and 
the  President  wants  more  and  the  First  Lady  wants  more,  and  they 
want  it  just  as  much  as  they  did  a  year  and  a  half  ago.  We  get  caught 
in  this  press  spiral  of  where  they  take  every  little  win  or  loss  each 
day,  Whitewater  and  all  this  kind  of  stuff,  which  is  irrelevant  in  my 
judgement  to  the  passage  of  serious  legislation  which  is  called  health 
care  reform. 

So,  in  adjourning  this  hearing  and  in  thanking  each  and  every  one 
of  you,  including  the  departed  Ron,  for  your  presentations,  I  pledge 
to  you  my  work  on  this  to  try  and  get  as  much  restored  as  we 
possibly  can.  I  will  work  very,  very  hard  at  that.  I  think  that  we  are 
owed  that  and  I  don't  expect  to  be  unsuccessful  in  this.  But  I  also  beg 
you  to  keep  your  fighting  spirit  up  about  health  care  reform  and  the 
VA  part  of  it.  I  think  VA  is  going  to  come  out  fine  in  this.  As  I  said 
before,  I  am  more  worried  about  some  other  parts  than  I  am  about 
the  VA  part. 

So  having  said  all  of  that,  let  me  thank  you  and  adjourn  the 
hearing. 

[Whereupon,  at  4:35  p.m.  the  Committee  was  adjourned,  to 
reconvene  at  the  call  of  the  Chair.] 


APPENDIX 


PREPARED  STATEMENT  OF  CHAIRMAN  JOHN  D.  ROCKEFELLER  IV 

Good  afternoon,  and  welcome  to  today's  hearing  on  the  fiscal  year  1995  budget  for 
veterans  programs.  We  will  hear  from  officials  from  the  Department  of  Veterans 
Affairs  and  the  Department  of  Labor  Veterans  Emplojonent  Training  Service,  as  well 
as  representatives  of  several  veterans  service  organizations. 

We  face  an  extremely  tight  budget  situation.  Even  tighter  than  usual.  Because  of 
the  significant  deficit  reduction  measures  we  passed  last  summer — ^which  were 
important  and  necessary — our  flexibility  this  year  is  very,  very  limited.  We  must  be 
honest — with  each  other  and  with  the  American  people.  This  is  not  the  budget  any  of 
us  want  to  see  for  VA.  But  it  is  consistent  with  the  reality  we  have  to  live  with. 

Despite  the  harsh  fiscal  reality  and  its  consequences  for  VA,  some  parts  of  VA's 
budget  concern  me  enormously  and  we  will  explore  these  today:  First,  the  potentially 
crippling  effect  of  the  cuts  in  staff — FTE — both  in  medical  care,  here  on  the  edge  of 
health  care  reform,  and  in  adjudication,  where  the  current  situation  is  abysmal; 
second,  the  devastating  cut  in  medical  research;  and  finally,  the  attempts  to  cut 
current  critical  construction  needs  for  outpatient  clinics  from  the  budget.  Financing 
these  construction  projects  from  the  health  care  investment  fund — which  is  so  critical 
to  getting  VA  competitive — severely  erodes  the  value  of  that  fund. 

I  recognize  this  is  a  tough  year.  But  VA  has  a  responsibility  to  this  Nation's 
veterans  and  their  families.  I  am  absolutely  adamant  in  my  belief  that  VA  must  find 
a  way  to  fulfill  its  obligations.  This  means  that,  even  within  these  severe  budget 
constraints,  VA  must  be  creative  in  the  way  it  does  business.  Things  simply  have  to 
change. 

I  am  committed  to  helping  VA  accomplish  change  in  any  way  I  can.  But  VA  must 
take  the  initiative.  And  the  responsibility  to  take  initiative  must  go  far  beyond  the 
boundaries  of  the  budget. 


PREPARED  STATEMENT  OF  SENATOR  DANIEL  K.  AKAKA 

Thank  you,  Mr.  Chairman.  I  join  you  in  warmly  welcoming  Jesse  Brown,  Hershel 
Gober,  and  other  VA  representatives  to  today's  budget  hearing.  I  will  be  brief. 

Mr.  Chairman,  while  I  realize  that  funding  for  all  Federal  agencies  are  limited  by 
the  terms  of  last  year's  Budget  Reconciliation  agreement,  I  am  concerned  that  VA's 
FY95  budget  request  may  be  inadequate  to  address  current  services,  much  less  provide 
for  the  anticipated  demands  of  health  care  reform,  homeless  veterans  programs,  and 
other  high  priority  initiatives. 

The  Administration's  downsizing  plan,  combined  with  the  proposed  cutbacks  in 
construction,  research,  and  other  key  areas,  will  make  it  very  difficult  for  VA  to  be 
responsive  to  the  needs  of  veterans  today.  And  if  VA  cannot  meet  present  needs,  it 
certainly  will  be  difficult  for  it  to  establish  the  basis  for  addressing  future  needs  under 
health  care  reform. 

Mr.  Chairman,  I  won't  go  into  this  further.  I  think  we  all  realize  that  this  is  a  tight 
budget.  I'm  sure  it  would  have  been  even  tighter  without  Secretary's  Brown's  advocacy. 
I'd  like  to  work  closely  with  you  and  other  members  of  the  Committee  in  developing 
budget  recommendations  that  may  enhance  VA's  ability  to  provide  for  veterans  both 
today  and  under  health  care  reform. 

Thank  you,  Mr.  Chairman.  In  closing,  I'd  like  to  note  that  this  is  the  second  budget 
hearing  you've  presided  over.  In  the  year  since  you  assumed  the  chairmanship,  you've 
brought  tremendous  energy  and  intelligence  to  the  job.  I  just  want  to  say  that  your 
hard  work  is  appreciated  by  this  Senator,  and  I'm  sure  by  all  of  us  in  this  room. 
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PREPARED  STATEMENT  OF  SENATOR  BEN  NIGHTHORSE  CAMPBELL 

Mr.  Chairman,  thank  you  for  calling  this  hearing  on  the  VA  budget. 

When  I  first  glanced  at  the  VA  budget,  I  was  pleased  that  it  contained  a  request 
of  $37.8  billion,  which  is  $1.3  billion  above  the  1994  level.  This  means  VA  is  one  of 
seven  cabinets  that  received  an  increase  from  last  year. 

However,  upon  closer  examination,  it's  clear  that  this  falls  dramatically  short  of 
providing  current  services. 

If  you  compare  VA  spending  to  other  health  care  spending,  it's  painfully  obvious 
that  spending  on  veterans  benefits  have  remained  stagnant,  while  other  health  care 
spending  has  skyrocketed. 

I'm  struck  by  the  realization  that  while  total  spending  on  all  social  welfare 
programs  will  increase  by  nearly  $145  billion  between  1994  and  1998,  VA  appropria- 
tions will  decline  by  $2.5  billion. 

One  of  the  budgetary  items  I'm  most  concerned  about  is  reduction  in  VA 
staff — especially  medical  care  staff.  This  budget  calls  for  a  cut  of  almost  3,700  health 
care  providers. 

When  we  look  at  this  budget,  let's  not  get  lost  in  a  sea  of  faceless  numbers.  Instead, 
let's  look  at  the  affect  this  budget  will  have  on  veterans.  Let's  realize  that  what  we  do 
today  will  affect  individual  veterans  tomorrow. 

Veterans  and  their  families  are  counting  on  our  leadership  to  keep  the  promises  our 
country  made  to  them  in  exchange  for  their  service. 

In  my  home  state  of  Colorado,  this  staff  reduction  is  causing  lots  of  frustration.  For 
example,  the  Denver  VA  Medical  Center  is  closing  20  beds  at  its  nursing  home  in  order 
to  comply  with  last  year's  reductions,  with  an  eye  toward  this  year's  reductions. 

These  veterans,  who  had  expected  to  live  out  the  rest  of  their  lives  with  their 
friends  in  the  nursing  home,  are  being  moved  to  private  facilities,  family  homes,  and 
other  VA  nursing  homes.  Making  matters  worse,  VA  has  said  it  will  provide  only  six 
months  of  care  for  these  veterans,  and  then  they  must  support  their  own  care.  They've 
been  displaced,  and  feel  as  if  their  country  has  broken  its  promises. 

Also,  when  we  look  at  these  staff  cuts,  we  need  to  realize  that  VA  is  going  to  be 
expected  to  compete  with  other  providers  in  an  era  of  health  care  reform. 

We  all  know  VA  is  already  understaffed — that's  one  of  the  number  one  complaints 
I  get  about  the  system — and  yet  this  budget  will  cut  even  deeper.  If  VA  is  to  compete, 
it  needs  to  begin  the  game  with  a  full  team,  and  on  an  even  playing  field.  An  improved 
VA  must  appeal  to  veterans  as  customers — customers  who  will  make  their  own  choices. 

Before  I  begin  listening  to  today's  testimony,  I  want  to  recognize  the  hard  work 
Secretary  Brown  is  doing  to  improve  the  services  for  our  veterans.  His  campaign  to 
"Put  Veterans  First"  is  inspiring,  and  necessary. 

It's  nice  to  have  a  Secretary  FOR  Veterans  Affairs,  who  is  willing  to  fight  for  the 
respect  and  dignity  veterans  deserve.  I  certainly  don't  envy  his  job,  and  I  realize  that 
he  faces  incredible  challenges.  I  know  he  will  continue  to  stand  by  our  veterans. 

Again,  thank  you  Mr.  Chairman.  I  look  forward  to  hearing  today's  testimony. 


PREPARED  STATEMENT  OF  SENATOR  FRANK  H.  MURKOWSKI 

Good  Afternoon.  Budgets  are  the  compromises  created  when  the  desires  of  our 
hearts  collide  with  the  reality  of  limited  resources. 

This  year,  both  Congress  and  VA  must  face  the  reality  of  last  year's  budget  plan; 
a  plan  allowing  no  increase  in  Federal  discretionary  spending  in  1995. 

In  this  real  world  of  restricted  spending,  both  VA  and  the  Committee  must  use  our 
heads  to  get  as  close  as  we  can,  with  the  limited  resources  available  to  us,  to  the  goals 
we  have  set  with  our  hearts. 

When  I  review  the  proposed  construction  budget  I  am  struck  with  the  same 
concerns  I  expressed  a  year  ago. 

That  is  why  I  will  ask  why  VA  proposes  to  commit  $86  million  to  acute  inpatient 
hospitals  with  a  total  projected  cost  of  over  $332  million.  And  why,  in  an  era  when 
outpatient  care  is  VA's  greatest  unmet  need,  the  budget  allocates  NO  funding  for 
outpatient  clinics. 

I  know  VA  hopes  to  use  funding  proposed  in  health  care  reform  to  construct  or 
expand  outpatient  clinics;  but  I  would  suggest  that  projects  in  the  budget  before  us 
now  are  birds  in  the  hand;  while  projects  in  the  so-called  "investment  fund"  are  birds 
in  the  bush. 
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I  am  also  concerned  about  the  Administration's  proposal  to  reduce  funding  for 
medical  research  by  $41  million.  Research  opportunities  attract  quality  medical 
professionals  who  would  otherwise  reject  the  salaries  VA  can  offer.  VA  needs  every 
"force  multiplier"  it  can  get,  and  I  don't  understand  why  the  Administration  has 
proposed,  for  the  second  year  in  a  row,  to  reduce  the  caliber  of  one  of  the  most  effective 
programs  VA  has  in  its  arsenal. 

I  look  forward  to  your  explanation  of  VA's  response  to  the  unacceptable  and  out-of- 
control  benefit  claims  backlog.  A  benefits'  staff  REDUCTION  of  622  people  seems  to 
be  a  step  in  the  wrong  direction.  I  will  be  the  last  member  to  suggest  that  we  can  solve 
all  of  VA's  problems  by  throwing  money  and  people  at  them.  But,  I  don't  see  how 
reducing  VBA  staff  will  help  VA  reduce  a  benefits  backlog  already  projected  to  explode 
from  600,000  cases  to  a  million. 

I  look  forward  to  the  testimony  of  our  witnesses  today  and  I  look  forward  to 
working  with  the  Committee  to  ensure  that  VA,  and  veterans,  get  a  budget  that  makes 
the  best  possible  use  of  the  resources  available  to  us. 

Thank  you. 


PREPARED  STATEMENT  OF  SENATOR  STROM  THURMOND 

Mr.  Chairman:  It  is  a  pleasure  to  be  here  today  to  receive  testimony  on  the 
Department  of  Veterans  Affairs  budget  for  fiscal  year  1995.  I  want  to  take  this 
opportunity  to  thank  you  and  the  Ranking  Minority  Member,  Senator  Murkowski,  for 
scheduling  this  hearing.  I  extend  a  special  welcome  to  Secretary  Brown  and  his  fine 
staff,  to  Assistant  Secretary  Taylor  from  the  Veterans'  Employment  and  Training 
Service,  as  well  as  all  the  other  witnesses  here  with  us  today.  Your  work  on  behalf  of 
all  veterans  is  greatly  appreciated. 

Mr.  Chairman,  as  we  consider  the  budget  for  our  veterams,  we  must  also  be  mindfiil 
of  our  huge  National  debt.  Because  it  is  in  our  National  interest  to  reduce  the  deficit, 
we  face  many  difficult  decisions.  Yet  as  we  review  the  competing  demands  for  limited 
Federal  resources,  we  must  ensure  that  necessary  veterans'  programs  are  not 
unreasonably  curtailed. 

Mr.  Secretary,  you  have  submitted  a  budget  of  $37.8  billion  for  fiscal  year  1995. 
This  is  a  slight  increase  over  fiscal  year  1994  levels.  While  I  understand  the 
constraints  you  are  working  under,  with  regard  to  discretionary  spending  limits  and 
reductions  in  Federal  employment,  I  must  express  some  concerns  I  have  regarding  the 
Administration's  commitment  of  resources  to  veterans'  services. 

The  budget  request  includes  nearly  $20  billion  for  mandatory  programs,  including 
compensation,  pensions,  and  readjustment  benefits.  Mr.  Secretary,  I  note  this  request 
contains  a  significant  increase  in  funding  for  readjustment  programs.  Many  of  the  men 
and  women  who  are  being  displaced  from  the  military  will  need  this  assistance  in 
readjusting  to  civilian  life  and  in  utilizing  their  education  benefits.  However,  there  is 
an  area  regarding  benefits  which  I  must  address. 

Mr.  Chairman,  the  backlog  in  adjudication  of  claims  is  of  increasing  concern.  The 
short-term  forecast  is  that  this  problem  is  going  to  get  worse  before  it  gets  better.  I  am 
not  convinced  that  this  budget  adequately  provides  the  personnel  and  automation 
initiatives  which  will  be  required  to  make  significant  improvements  in  reducing  the 
backlog.  I  encourage  the  Department  to  take  another  look  at  what  additional  resources 
might  be  designated  for  the  benefits  delivery  system.  I  am  optimistic  that  the 
Department  will  make  plans  and  schedules  to  meet  the  workload  demand. 

Another  area  of  concern  is  in  regard  to  VA  medical  care.  As  the  Department  adjusts 
to  better  compete  in  a  reformed  national  health  care  system,  it  is  critical  that  quality 
medical  services  be  provided.  One  of  the  great  strengths  of  VA  is  its  medical  research 
program.  Not  only  does  this  lead  to  improved  medical  treatment  and  procedures,  but 
it  also  attracts  high  quality  health  care  professionals  and  institutions  to  the 
Department.  I  note  the  budget  proposes  a  decrease  in  medical  research.  I  question 
whether  such  an  action  is  in  the  long  term  interests  of  veterans. 

Finally,  Mr.  Chairman,  I  have  concerns  regarding  the  allocation  of  funds  in  the 
construction  program  proposals.  This  budget  requests  funds  for  two  major  construction 
projects,  both  for  new  inpatient  facilities.  My  concern  is  that  there  is  a  decline  in 
hospital  inpatient  workload,  while  workload  in  outpatient  and  nursing  home  care 
continues  to  increase.  The  Department  should  give  serious  consideration  as  to  the 
appropriateness  of  continuing  to  spend  limited  construction  funds  on  areas  experienc- 
ing declining  workload. 
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Mr.  Chairman,  I  again  want  to  thank  you  for  scheduUng  this  hearing.  I  thank  the 
Secretary  and  other  witnesses.  I  look  forward  to  reviewing  the  testimony. 


PREPARED  STATEMENT  OF  SENATOR  JAMES  M.  JEFFORDS 

I  would  hke  to  thank  Secretary  Brown  and  Assistant  Secretary  Taylor  for  being 
here  today  to  discuss  the  budget  requests  for  the  Department  of  Veterans  Affairs  and 
the  Department  of  Labor's  Veterans'  Employment  and  Training  Service. 

Before  I  address  VA's  1995  budget  request,  let  me  first  say  I  appreciate  the  fine  job 
Mr.  Taylor  and  his  department  does  in  assisting  and  advocating  for  veterans' 
employment  programs.  In  Vermont,  we  are  very  fortunate  to  have  Ron  Benoit  serve 
as  the  state  director  of  VETS  and  my  office  works  daily  with  the  very  committed 
community  based  staff  attached  to  the  VETS  programs. 

Second,  I  want  to  commend  Secretary  Brown  and  his  staff  for  the  terrific  job  they 
did  in  putting  together  the  recent  conference  on  homeless  vets.  I  heard  high  praises 
about  the  conference  and,  more  importantly,  VA's  efforts  to  draw  attention  to  this 
national  tragedy  from  the  Vermonters  who  attended. 

Now  let  me  turn  to  VA's  budget.  We  can  all  try  to  guess  the  impact  this  budget  will 
have  on  VA  in  a  time  when  VA  is  being  asked  to  participate  and  compete  in  a  national 
health  care  system.  Predictions,  however,  may  be  hard  to  make  this  year.  We  are 
looking  at  changes  in  eligibility  and  health  care  reform,  not  to  mention  the  VA  benefits 
and  adjudication  system. 

As  we  all  know,  the  passage  of  the  Omnibus  Reconciliation  Act  in  1993  placed  caps 
on  discretionary  spending  in  all  federal  departments  and  agencies.  VA  did  not  escape 
these  spending  caps.  It  is  promising  to  see  that  the  VA's  health  care  delivery  funding 
has  been  increased  by  almost  $500  million  over  1994.  However,  the  use  and 
implementation  of  these  funds  must  be  carefully  reviewed.  There  is  not  a  penny  to  be 
wasted  if  VA  is  going  to  successfully  participate  in  national  health  care  reform.  This 
will  indeed  be  a  difficult  and  challenging  task  for  VA.  VA  research  is  a  critical  area 
which  allows  VA  to  remain  a  prominent  and  respected  health  care  institution.  With 
research  funds  being  cut  VA  will  be  severely  handicapped  from  attracting  a  high 
caliber  of  doctors  and  physicians.  As  our  nation's  largest  health  care  provider  VA  has 
been  able  to  capitalize  on  its  areas  of  specialty  and  the  quality  of  research  performed 
in  VA  centers.  Men  and  women  serving  in  the  Persian  Gulf  War  who  are  coming  down 
with  numerous  unexplained  illnesses  are  counting  on  VA  to  use  its  expertise  in 
researching  these  symptoms  and  illnesses  which  may  be  caused  by  biological  or 
chemical  warfare.  We  must  remember  first  and  foremost  we  are  here  to  assist 
veterans. 

Further,  the  President's  commitment  to  reduce  Federal  employment  will  affect 
5,320  employees  in  VA.  3,680  of  these  FTEE  cuts  will  be  medical  care  employees.  It 
will  be  a  strain  on  VA  to  cut  employees  while  expecting  to  compete  in  health  care 
reform.  Many  VAMC's  have  the  money  this  year  to  continue  their  same  staffmg  levels, 
but  may  have  to  drop  positions  or  look  outside  of  VA  at  a  higher  cost  to  obtain  the 
services  needed.  We  need  to  look  at  these  employee  cuts  seriously  and  determine 
whether  these  cuts  are  realistic. 

We  must  work  together  to  make  sure  that  even  in  times  of  budgetary  constraints 
our  nation's  veterans  are  receiving  the  best  assistance  and  service  possible. 


PREPARED  STATEMENT  OF  THE  HONORABLE  JESSE  BROWN,  SECRETARY 
OF  VETERANS  AFFAIRS 

Mr.  Chairman,  members  of  the  Committee,  I  am  grateful  for  the  opportunity  to  be 
here  today  to  discuss  the  President's  1995  budget  request  for  the  Department  of 
Veterans  Affairs.  Let  me  begin  by  reaffirming  VA's  commitment  to  excellence  in 
providing  direct  benefits  to  America's  veterans  through  its  three  administrations — the 
Veterans  Benefits  Administration  (VBA),  the  Veterans  Health  Administration  (VHA) 
and  the  National  Cemetery  System  (NCS). 

As  you  know,  the  Omnibus  Budget  Reconciliation  Act  of  1993  capped  discretionary 
spending  government-wide.  This  Act  established  five  year  discretionary  spending  limits 
that  are  essentially  frozen  at  the  1993  spending  level.  The  combination  of  the  spending 
caps  and  the  President's  commitment  to  reduce  Federal  employment  by  252,000 
requires  agencies  to  examine  each  program  and  every  aspect  of  their  operations  in 
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order  to  determine  how  their  customers,  which  in  our  case  are  veterans  and  their 
dependents  and  survivors,  can  best  be  served. 

VA's  1995  budget  request  of  $37.8  billion  is  $1.3  billion  above  the  1994  level.  VA 
is  one  of  only  seven  cabinet  departments  whose  1995  budget  request  for  both  budget 
authority  and  outlays  exceeds  its  1994  levels.  We  will  use  these  resources  judiciously 
to  serve  veterans  while  effectively  responding  to  the  many  challenges  facing  our 
operations. 

VA's  challenges  include  meeting  the  continuing  changing  needs  of  a  veteran 
population  that  is  both  declining  in  size  and  aging;  providing  timely  benefits  and 
counseling  to  the  many  new  veterans  entering  our  system  as  a  result  of  the  military 
downsizing;  and  adjusting  our  operations  so  that  we  can  continue  to  provide  veterans 
with  quality  health  care. 

In  order  to  respond  to  these  challenges,  VA  must  examine  and,  if  necessary,  be 
ready  to  change  the  way  it  does  business.  Health  care  must  be  provided  in  a  manner 
which  continues  the  current  shift  from  inpatient  care  to  outpatient  and  other 
appropriate  care  settings.  In  1995,  we  plan  to  implement  a  new  field  management 
structure  designed  to  improve  the  efficiency  and  effectiveness  of  our  health  care 
system;  expand  collaboration  with  community  health  care  services;  and  consolidate, 
merge,  and  realign  hospital  functions.  Our  goal  is  to  achieve  greater  efficiency  without 
ever  sacrificing  quality  of  care. 

In  addition  to  modernizing  our  benefits  delivery  system,  we  will  also  streamline 
claims  processing  and  test  various  methods  of  delivering  benefits.  Successful  methods 
will  then  be  implemented  throughout  the  benefits  delivery  system.  Our  goal  is  to  have 
a  well-trained  staff  using  a  modernized,  streamlined  system  to  provide  veterans  the 
benefits  to  which  they  are  entitled  in  a  timely  manner. 

A  total  of  $20  billion  of  this  request  is  for  mandatory  programs.  I  am  pleased  to  say 
that  this  budget  provides  full  cost-of-living  increases  to  compensation  and  pension 
recipients  and  does  not  propose  any  changes  in  eligibility  for  veterans  benefits. 

A  total  of  $16.1  billion,  which  is  over  90  percent  of  VA's  discretionary  funds,  will 
be  used  for  our  health  care  delivery  system.  This  level  of  funding,  which  represents  a 
$500  million  increase  over  1994,  will  support  over  1  million  hospital,  nursing  home  and 
domiciliary  inpatient  episodes  and  24.9  million  outpatient  visits.  We  estimate  that  our 
system  will  provide  quality  medical  care  to  2.8  million  individuals  in  1995,  an  increase 
of  over  27,000  over  1994. 

The  strength  of  our  ability  to  provide  quality  care  relies  largely  on  our  medical  care 
infrastructure.  Our  1995  request  includes  resources  to  open  a  new  medical  center  in 
Palm  Beach,  Florida,  five  new  nursing  homes  and  make  many  outpatient  and 
infrastructure  improvements. 

The  1995  budget  recognizes  the  importance  of  the  benefits  delivery  system.  VBA 
is  facing  a  backlog  in  its  adjudication  workload  as  a  result  of  the  downsizing  of  the 
military,  the  increased  complexity  of  claims  and  the  impact  of  the  Court  of  Veterans 
Appeals.  The  Court's  interpretation  of  VA's  statutory  duty  to  assist  claimants,  and  the 
mandate  that  we  be  more  inclusive  and  explauiatory  in  decisions,  while  the  right  thing 
to  do,  does  necessitate  longer,  more  carefully  worded  decisions.  We  recognize  that  we 
must  improve  the  timeliness  of  benefits  delivery,  while  ensuring  the  quality  of  the 
service  we  provide.  To  that  end,  we  will  continue  to  pursue  our  three-part  strategy  of 
reengineering,  training  and  modernization.  We  will  combine  business  reengineering 
practices  with  VBA's  modernization  program  to  reduce  the  backlog  of  pending  claims 
and  improve  our  benefits  delivery  system.  The  Blue  Ribbon  Panel  recommendations 
on  compensation  and  pension  claims  processing  will  serve  as  a  basis  for  the 
development  of  action  plans  and  implementation  schedules  to  meet  increased  workload 
demand.  Although  employment  is  decreasing  due  to  the  expected  decrease  in  workload 
associated  with  the  savings  provision  of  OBRA,  employment  funded  by  direct 
appropriations  will  remain  stable  in  the  compensation,  pension,  education  and  loan 
guaranty  programs. 

The  1995  budget  for  the  National  Cemetery  System  (NCS)  is  supportive  of  VA's 
continued  efforts  to  provide  compassionate  and  dignified  services  to  our  Nation's 
veterans  and  their  families.  It  includes  an  increase  in  employment  and  expansion  of 
the  system  through  initiation  of  construction  of  a  new  national  cemetery  in  Seattle, 
Washington.  VA  will  also  proceed  with  land  acquisition  for  three  new  national 
cemeteries  in  Albany,  New  York;  Chicago,  Illinois;  and  Dallas,  Texas. 

Reductions  in  VA  staffing  levels  in  1995  may  create  situations  where  normal 
attrition  might  not  provide  sufficient  staff  reductions.  In  that  event,  it  will  be 
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necessary  to  employ  tools  such  as  special  placement  programs  within  and  outside  the 
Department,  voluntary  early  retirements  and  buyouts,  if  available. 

Finally,  I  wish  to  close  by  reaffirming  our  commitment  to  quality'  health  care  and 
timely  benefits  delivery.  VA  remains  a  dedicated  advocate  for  veterans  and  as  such  will 
take  every  measure  possible  to  ensure  that  their  needs  are  met.  I  will  now  briefly 
summarize  the  1995  budget  request  for  VA,  highlighting  significant  budget  issues  for 
our  major  programs: 

Benefit  Programs 

The  VA  benefits  programs  reflect  a  grateful  Nation's  obligations  to  those  who  have 
unselfishly  served  in  the  protection  of  their  country.  These  programs  constitute  the 
major  portion  of  a  safety  net  which  allows  a  disabled,  homeless  or  unemployed  veteran 
to  return  to  a  productive  life  after  separation  from  service. 

An  appropriation  of  $17.6  billion  is  requested  to  support  the  Compensations  and 
Pensions  (C&P)  account.  In  1995,  2,218,300  veterans  and  311,448  survivors  will  receive 
benefits  under  the  Compensation  program.  The  Pension  program  will  provide  benefits 
to  425,600  veterans  and  356,000  sui-vivors.  Under  the  Burial  Benefits  and  Miscella- 
neous Assistance  program,  102,700  burial  allowances,  84,500  plot  allowances  and 
318,100  headstones  or  markers  will  be  provided. 

We  have  also  included  appropriation  language  in  the  C&P  accounts  that  would 
eliminate  the  end-of  year  funding  shortages  experienced  in  the  past. 

Proposed  in  this  budget,  is  a  3  percent  cost-of-living  adjustment  (COLA),  based  on 
the  projected  change  in  the  Consumer  Price  Index,  to  be  paid  to  all  compensation 
beneficiaries  including  Dependency  and  Indemnity'  Compensation  (DIC)  spouses  and 
children.  This  would  equal  the  COLA  that  will  be  provided,  under  current  law,  to 
veterans'  pension  and  Social  Security  recipients.  The  COLA  increase  will  be  effective 
December  1,  1994  and  will  cost  an  estimated  $347  million  during  FY  1995. 

An  appropriation  of  neeirly  $1.3  billion  is  requested  for  the  Readjustment  Benefits 
program  to  provide  education  opportunities  to  veterans  and  eligible  dependents  as  well 
as  various  other  special  assistance  programs  for  disabled  veterans.  Education  benefits 
will  be  provided  for  over  502,000  trainees  in  1995. 

In  1995,  VA's  Home  Loan  Guaranty  program  anticipates  approving  320,000  loans 
totaling  $30.3  billion  at  a  loan  subsidy  value  of  $357  million.  The  "Veterans  Home 
Loan  Program  Amendments  of  1992"  authorized  a  new  direct  loan  program  for  Native 
American-veterans  for  dwellings  located  on  trust  land.  This  program  is  now  fully 
underway,  with  150  direct  loans,  projected  in  1995  through  existing  Memorandums  of 
Understanding  (MOU's).  Further  MOU's  are  under  negotiation  and  additional  loans 
under  this  program  are  expected. 

Currently,  the  associated  administrative  operating  costs  for  three  insurance 
programs  (National  Service  Life,  U.S.  Government  Life  and  Veterans  Special  Life)  are 
funded  out  of  the  General  Operating  Expenses  (GOE)  appropriation.  The  1995  budget 
proposes  to  have  the  GOE  appropriation  reimbursed  for  these  administrative  costs. 
Legislation  is  included  in  the  Administrative  provisions  of  the  1995  Appropriation 
language  to  have  these  costs  funded  from  the  insurance  funds'  excess  reserves.  This 
proposal  is  estimated  to  save  $29.4  million  in  1995. 

Medical  Programs 

Medical  Care 

This  is  a  time  for  great  change  in  our  Nation's  health  care  system.  So  too  is  it  a 
time  for  change  within  VA's  own  health  care  system.  We  are  identifying  ways  to  better 
meet  the  changing  needs  of  our  veteran  population  within  tight  fiscal  realities. 
Additionally,  we  fully  intend  to  be  an  active  participant  in  the  new  health  care 
environment. 

The  1995  medical  care  budget  request  of  $16.1  billion  represents  a  3.2  percent 
increase  over  the  1994  appropriated  level.  VA  is  also  requesting  201,508  FTE  in  1995. 
With  these  resources  VA  will  care  for  2.8  million  individuals,  resulting  in  over  1 
million  inpatient  episodes,  944,000  acute  care  and  124,000  long-term  care,  and  24.9 
million  outpatient  visits.  This  funding  level  will  enable  VA  to  maintain  the  current 
service  level  of  care  as  well  as  open  newly  constructed  and  leased  facilities.  In  1995, 
VA  will  open  a  new  medical  center  in  West  Palm  Beach,  Florida.  Nursing  homes  will 
open  in  West  Palm  Beach,  Florida;  Pittsburgh,  Pennsylvania;  Marlin,  Texas;  Oklahoma 
City,  Oklahoma  and  northern  California.  We  will  also  open  a  new  outpatient  clinic  in 
Wichita  Falls,  Texas;  Decatur,  Illinois;  and  San  Jose,  California. 
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VA  has  planned  several  management  improvement  initiatives  designed  to  enhance 
VA's  ability  to  compete  in  the  new  health  care  environment,  improve  the  efficiency  and 
effectiveness  of  the  services  provided  to  veterans  and  achieve  savings.  These  initiatives 
include  replacing  the  current  regional  field  management  structure  with  a  Veteran 
Service  Area  (VSA)  concept.  This  shift  enhances  field  level  responsibility  and  authority 
as  well  as  accountability  for  meeting  established  goals  and  policies. 

VA  will  contract  for  some  administrative,  clinical  and  clinical  support  services  with 
affiliated  medical  schools,  community  health  organizations,  and  private  sector 
companies.  Such  arrangements  will  allow  VA  to  more  fully  utilize  its  existing 
capabilities  and  benefit  from  the  resources  that  community  providers  have  to  offer.  We 
are  also  looking  inward  at  means  of  achieving  greater  efficiency.  As  part  of  that  effort, 
VHA  is  planning  to  consolidate  support  and  clinical  functions  where  geographically 
feasible. 

Medical  and  Prosthetic  Research 

A  total  of  $211  million  and  3,430  FTE  is  requested  to  support  VA's  medical  and 
prosthetic  research  program.  This  funding  represents  a  16  percent  reduction  in 
appropriated  funding  from  the  1994  level.  However,  when  all  sources  of  research 
funding  (VA  and  non-VA)  are  accounted  for,  the  request  is  only  a  decrease  of  2.5 
percent.  Given  the  importance  of  the  research  program  to  VA,  this  decision  was  not  an 
easy  one  to  reach.  Nonetheless,  it  is  in  keeping  with  our  commitment  to  focus  our 
scarce  resources  on  those  areas  that  provide  direct  service  to  veterans.  The  funds 
available  will  support  high-priority  research  projects  that  not  only  enhance  the  quality 
of  veterans'  health  care  but  that  of  the  entire  population.  With  the  resources  provided 
in  1995,  VA  research  will  continue  to  address  critical  areas  such  as  aging,  AIDS, 
mental  illness,  heart  disease,  diabetes,  cancer,  and  the  health-related  problems  of 
Vietnam-era  veterans,  Persian  Gulf  War  veterans,  former  prisoners  of  war  and  female 
veterans. 

Medical  Administration  and  Miscellaneous  Operating  Expenses  (MAMOE) 

We  are  requesting  $69.4  million  for  the  Medical  Administration  and  Miscellaneous 
Operating  Expenses  (MAMOE).  This  level  of  funding  will  support  804  FTE  and 
continue  the  effective  administration  of  VA's  medical  and  construction  programs.  In 
1995,  the  Construction  Management  staffing  will  be  reduced  by  30  FTE.  This  reduction 
is  due  to  increased  project  delegation  to  the  medical  centers  and  a  restructuring  of  the 
Office  of  Construction  Management.  This  restructuring  will  improve  efficiency  and 
customer  service. 

Medical  Care  Cost  Recovery  (MCCR) 

A  total  of  $103.9  million  and  2,172  ME  is  requested  to  collect  over  $668  million 
from  third  parties,  copayments,  and  receipts.  While  employment  will  remain  the  same 
in  1995,  collections  are  estimated  to  increase  by  $90  million  over  the  1994  level. 

Health  Professional  Scholarships 

The  1995  budget  request  of  over  $10  million  for  the  Health  Professional  Scholarship 
program  will  help  support  approximately  520  new  scholarship  awards.  This  program 
has  proven  to  be  an  excellent  tool  in  assisting  VA  to  secure  a  cadre  of  highly  qualified 
health  care  personnel. 

Construction  Programs 

In  1995,  a  total  of  $269  million  is  requested  in  new  budget  authority  for  the  Major 
and  Minor  construction  programs. 

Major  Construction 

A  program  level  of  over  $115.5  million  is  requested  for  the  Major  Construction 
program.  The  1995  Major  Construction  budget  emphasizes  increased  access  to  care  for 
veterans  and  seismic  corrections. 

Joint  ventures  with  the  Air  Force  will  enable  VA  to  expand  access  to  medical  care 
for  veterans  in  East  Central  Florida  and  northern  California.  A  total  of  $17.2  million 
is  requested  for  the  design  of  a  new  medical  center  and  nursing  home  in  Brevard 
County,  Florida.  East  Central  Florida  has  long  been  identified  as  an  area  in  need  of 
greater  VA  presence  due  to  its  growing  veteran  population.  Additionally,  $7.3  million 
is  requested  to  begin  construction  of  a  new  medical  center  to  replace  the  former 
Martinez  Medical  Center  in  California  that  was  closed  due  to  seismic  deficiencies  in 
1991. 

Funding  of  $62.3  million  is  also  requested  for  the  first  phase  of  a  seismic  correction 
project  at  the  Memphis  VAMC  which  is  located  in  the  high  seismic  risk  zone  of  the 
New  Madrid  fault.  This  project  is  critical  to  the  safety  and  well-being  of  the  medical 
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center's  patients  and  employees  and  will  result  in  complete  seismic  structural 
correction.  Life  safety,  privacy  and  handicapped  accessibility  deficiencies  will  also  be 
addressed. 

In  1995,  VA  will  initiate  construction  of  a  new  national  cemetery  in  the  Seattle, 
Washington  area.  This  will  be  the  first  national  cemetery  in  the  State  of  Washington. 

Additional  funds  are  included  in  the  request  to  remove  asbestos  in  Department- 
owned  buildings  and  for  VA's  share  of  costs  related  to  the  clean-up  of  hazardous  waste 
sites  that  pose  a  health  threat.  Funding  is  also  provided  for  VA  to  reimburse  the 
Judgment  Fund  for  the  payment  of  settled  claims. 

We  propose  to  direct  $26  million  of  previously  appropriated  funds  in  1995  to  the 
expansion  of  research  space  at  the  Portland,  Oregon  and  Huntington,  West  Virginia 
Medical  Centers.  These  additions  will  address  the  growing  needs  of  the  research 
programs  at  the  two  facilities. 

Minor  Construction 

A  total  of  $153.5  million  is  requested  for  the  Minor  Construction  program.  Primary 
and  preventive  care  in  an  ambulatory  care  setting  is  the  cornerstone  of  VA  managed 
care.  With  that  in  mind,  VA  has  earmarked  $18  million  in  the  1995  minor  construction 
budget  for  outpatient  improvements. 

Our  request  includes  $127.5  million  for  Veterans  Health  Administration  projects 
that  emphasize  the  conversion  of  acute  care  beds  to  nursing  home  beds  and 
improvement  to  infrastructure,  outpatient  and  other  clinical  areas.  Also  included  is 
$9.5  million  for  National  Cemetery  System  projects  designed  to  alter,  extend  or 
improve  existing  national  cemeteries. 

Non-Recurring  Maintenance  and  Repair 

A  total  of  $283.5  million  is  requested  for  the  Non-recurring  Maintenance  and  Repair 
(NRM)  program  in  the  Medical  Care  appropriation.  NRM  resources  will  support 
replacement  of  additional  building  service  equipment,  minor  structural  improvements, 
and  non-recurring  maintenance  and  repair  to  existing  structures.  In  addition  to  new 
requirements,  funds  will  be  applied  to  the  backlog  of  routine  maintenance  projects  such 
as  repairing  roofs,  maintaining  heat,  ventilation  and  air  conditioning  systems,  ensuring 
adherence  to  fire  and  safety  codes,  and  making  needed  electrical  and  utility  system 
repairs.  Non-recurring  maintenance  funds  will  also  be  used  to  adapt  systems  and  areas 
to  comply  with  newly  defined  requirements  to  control  the  potential  spread  of 
tuberculosis. 

General  Operating  Expenses 

A  total  of  $847.2  million  is  requested  for  the  General  Operating  Expenses  (GOE) 
appropriation  in  1995.  This  funding  level,  combined  with  the  $132.2  million  of 
administrative  costs  associated  with  VA's  credit  programs  (funded  in  the  loan  program 
account  per  Credit  Reform  provisions),  and  $25.8  million  in  reimbursements  from  the 
Compensation  and  Pensions  (C&P)  account  for  costs  associated  with  the 
implementation-of  the  "Omnibus  Budget  Reconciliation  Act  of  1990"  (OBRA),  together 
with  other  reimbursable  authority,  will  provide  $1,085  billion  to  support  operations 
funded  in  the  GOE  account. 

Veterans  Benefits  Administration 

The  1995  budget  request  for  the  Veterans  Benefits  Administration  (VBA)  is  $629.5 
million  with  an  average  employment  level  of  13,203.  This  request,  combined  with 
$126.9  million  associated  with  Credit  Reform  and  funded  in  the  loan  program  accounts, 
will  result  in  an  increase  of  $22.7  million  over  the  1994  level.  Average  employment  will 
decrease  by  622  from  the  1994  current  estimate,  although  464  of  this  FTE  reduction 
is  due  to  expected  decreasing  workload  associated  with  provisions  of  OBRA. 

The  adjudication  backlog  remains  one  of  the  foremost  concerns  in  VBA.  Direct 
funded  FTE  has  been  maintained  at  the  1994  level  in  this  budget  for  the  C&P 
program.  The  employment  reduction  reflected  in  these  activities  is  due  solely  to  the 
reduced  workload  associated  with  the  OBRA  cost-savings  provisions.  Claims  completed 
will  decline  due  to  the  increased  complexity  of  original  claims  filed  and  the  many 
mandates  of  the  Court  of  Veterans  Appeals.  However,  in  1995  the  C&P  programs  will 
utilize  recommendations  of  the  Blue  Ribbon  Panel  on  Claims  Processing  to  address 
problems  related  to  the  adjudication  process.  In  addition,  emphasis  will  be  placed  on 
reengineering  adjudication  divisions  and  implementing  time-saving  ADP  Modernization 
initiatives  in  order  to  provide  more  timely  service  to  our  veterans. 

This  budget  also  includes  $25.5  million  for  award  of  Stage  three  modernization 
which  will  result  in  the  acquisition  of  equipment  and  systems  to  support  centralized 
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applications  and  data  exchange  with  VA  organizations  and  other  government  agencies. 
A  primary  goal  of  VBA's  Modernization  effort  is  to  clarify  and  maintain  the  alignment 
of  information  systems  to  VBA's  business  goals  and  work  procedures.  To  achieve  this 
goal,  VBA  is  using  business-oriented  information  engineering  principles  to  thoroughly 
review  the  delivery  of  benefits.  The  Compensation  and  Pensions  program  will  be  the 
first  to  transition  to  the  new  model  of  business  and  ADP  integration.  As  the  first 
benefit  program  to  be  redesigned,  C&P  will  provide  the  foundation  for  further  redesign 
efforts,  including  the  initiation  of  a  veteran-centered,  integrated  database. 

General  Administration 

The  General  Administration  1995  request  of  $217.7  million  and  2,975  FTE  is  a  $1.2 
miUion  and  75  FTE  reduction  from  the  1994  level.  This  activity  provides  support  for 
VA's  mission.  It  sustains  the  pay  and  personnel  system  and  the  reporting  systems 
necessary  to  account  for  much  of  VA's  resources.  Funds  in  this  account  also  help 
provide  legal  services  to  the  offices  that  service  America's  veterans  and  provide  appeal 
opportunities  for  veterans  seeking  benefits.  It  also  provides  resources  to  administer  the 
Contracts  Disputes  Act. 

Judicial  Review 

VA  faces  an  enormous  challenge  in  its  management  of  changes  resulting  from  the 
Court  of  Veterans  Appeals  decisions.  Legislation  is  currently  under  consideration  that 
would  allow  one-member  decisions  by  the  Board  of  Veterans'  Appeals  in  an  effort  to 
reduce  the  Board's  backlog.  This  legislation  would  increase  the  Board's  appeals  decided 
by  27  percent. 

PAY-VA 

Pay-VA  is  an  initiative  to  replace  VA's  30  year  old  pa3Toll  and  personnel  reporting 
system.  It  will  improve  the  accuracy  and  integrity  of  data,  reduce  error  rates,  and 
reduce  time  and  staff  needed  to  make  future  payroll  and  personnel  changes.  This 
budget  request  includes  $5.3  million  for  this  initiative. 

Performance  Measurement 

VA  is  actively  involved  in  the  implementation  of  the  Government  Performance  and 
Results  Act  of  1993.  The  Department  submitted  three  pilot  project  proposals  to  0MB 
relative  to  the  development  of  annual  performance  plans  and  performance  reports 
during  the  1994-1996  time  frame.  These  pilot  proposals  cover  our  loan  guaranty 
program,  New  York  Regional  Office,  and  national  cemetery  operations.  VA  is  also 
pursuing  the  identification  and  development  of  selected  performance  measures  that 
will  be  used  to  enhance  our  budget  submissions  for  1996  and  beyond.  This  is  part  of 
our  larger  effort  to  link  more  directly  VA's  strategic  planning,  performance  measure- 
ment and  budgeting  activities.  During  1995,  we  will  continue  to  expand  our  corporate 
performance  measurement  system  in  order  to  give  field  and  Central  Office  representa- 
tives easy  and  quick  access  to  a  wide  variety  of  information  on  the  performance  of  our 
various  program  operations. 

Prospectus  Project 

The  General  Services  Administration  (GSA)  has  announced  plans  to  initiate  a 
"prospectus"  renovation  of  the  Lafayette  Building  in  Washington,  DC,  which  houses 
many  VA  headquarters  elements.  The  project  will  replace  building  systems  such  as 
heating  and  air  conditioning,  electrical,  fire  and  safety.  Plans  also  call  for  the 
abatement  of  any  asbestos  that  is  encountered.  Construction  funding  will  be  provided 
by  GSA,  and  the  financial  responsibility  for  space  planning  lies  with  VA.  The  Central 
Office  renovation  project  is  on  schedule  with  employees  already  returning  to  the 
renovated  building. 

National  Cemetery  System 

A  total  of  $72.7  million  and  1,340  FTE  are  requested  in  1995  for  the  National 
Cemetery  System.  This  represents  an  increase  of  $2,156,000  and  25  FTE  over  the  1994 
current  estimate.  The  budget  request  provides  resources  for  the  interment  of  an 
estimated  73,000  veterans  and  their  dependents.  Construction  will  begin  on  a  new 
cemetery  in  Seattle,  Washington.  NCS  will  continue  to  make  progress  with  the  Burial 
Operation  Support  System  (BOSS)  and  other  automated  record  keeping  and 
management  information  systems.  BOSS  will  be  integrated  with  other  data  systems, 
including  VBA  systems,  to  provide  VA  offices  with  timely  death  notifications.  We  will 
also  upgrade  the  Automated  Monument  Application  System  (AMAS)  used  to  process 
over  300,000  applications  each  year  for  headstones  and  markers. 

Office  of  Inspector  General 

The  Office  of  Inspector  General  (IG)  requests  $32.6  million  and  409  FTE  in  1995. 
This  is  an  increase  of  $1.2  million  and  a  decrease  of  4  FTE  below  the  current  estimate 
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for  1994.  Funds  requested  will  provide  for  continuing  audits  of  financial  statements 
and  continued  focus  on  high  pay-off  areas  that  are  most  vulnerable  to  fraud,  waste  and 
inefficiency.  We  note  that  the  requested  FTE  level  is  eight  below  the  current  statutory 
floor  for  the  IG.  However,  legislation  in  support  of  the  National  Performance  Review 
(H.R.  3400)  includes  a  provision  that  removes  the  floor  from  the  IG's  authorizing 
statute. 

Health  Care  Investment  Fund 

In  addition  to  the  appropriation  requests  for  1995  in  our  health  care  programs,  the 
President's  Health  Security  Act  will  provide  VA  with  $1  billion  in  new  spending 
through  the  Veterans  Health  Care  Investment  Fund.  This  investment  will  continue 
through  1997  and  will  total  $3.3  billion  over  three  years.  The  Investment  Fund  will 
help  ensure  that  VA  can  compete  effectively  under  health  care  reform.  Specifically,  in 
1995  we  have  already  begun  planning  to  fund  eight  ambulatory  care  projects  to 
improve  access  and  provide  much  needed  ambulatory  care  capacity  from  the 
Investment  Fund.  The  projects  will  be  located  in  Bay  Pines,  Florida;  Boston, 
Massachusetts;  Brevard  County,  Florida;  Columbia,  Missouri;  Gainesville,  Florida; 
Hampton,  Virginia;  San  Juan,  Puerto  Rico;  and  West  Haven,  Connecticut.  These 
projects  represent  initial  use  of  the  Investment  Fund  resources.  Other  uses  of  the 
Investment  Fund  will  be  determined  as  we  continue  to  evaluate  our  needs  in  reaching 
the  goal  of  competing  effectively  under  health  care  reform. 

Closing 

Mr.  Chairman,  the  challenges  before  us  are  great  but  so  too  is  our  commitment  to 
ensuring  the  best  possible  service  to  our  Nation's  veterans.  While  our  resources  are 
limited,  I  believe  that  by  continuing  our  efforts  to  meet  the  most  immediate  needs  of 
our  veterans  we  can  provide  compassionate,  quality  health  care  and  efficient  benefits 
delivery.  I  know  we  all  agree  that  we  owe  our  veterans  nothing  less.  I  look  forward  to 
working  with  you  and  the  members  of  this  subcommittee  to  meet  these  challenges. 
This  completes  my  prepared  statement.  I  will  be  pleased  to  answer  any  questions  the 
committee  might  have. 


PREPARED  STATEMENT  OF  PRESTON  M.  TAYLOR,  JR.,  ASSISTANT 

SECRETARY  FOR  VETERANS'  EMPLOYMENT  AND  TRAINING,  U.S. 

DEPARTMENT  OF  LABOR 

Mr.  Chairman  and  members  of  the  Committee,  it  is  with  great  honor  and 
appreciation  that  I  appear  before  you  as  Assistant  Secretary  for  Veterans'  Emplo5Tnent 
and  Training  to  present  the  fiscal  year  1995  Department  of  Labor  budget  as  it  pertains 
to  veterans'  employment  and  training  programs. 

On  this  first  opportunity  for  me  to  testify  before  you  regarding  VETS'  budget,  I 
would  like  to  preface  my  remarks  by  providing  a  brief  statement  of  my  vision  for  this 
agency,  followed  by  a  sampling  of  the  agency's  recent  accomplishments  that  I  have 
learned  more  about  during  the  three  months  I  have  served  as  Assistant  Secretary.  It 
has  become  clear  to  me  that  VETS  has  not  done  enough  in  the  past  to  make  those 
interested  in  veterans  aware  of  the  outstanding  work  that  this  agency  does  on  behalf 
of  veterans.  I  believe  a  brief  listing  of  some  of  VETS'  recent  successes  will  provide 
compelling  support  for  the  presentation  of  VETS'  FY  1995  budget  request  which  I  will 
provide  today. 

For  FY  1995  VETS  is  requesting  a  total  of  $190,276,000  to  fund  272  Federal 
positions  and  3,167  State  positions  by  the  end  of  that  fiscal  year.  This  amount  is 
comprised  of  $165,795,000  for  grants-to-States,  $21,495,000  for  administration,  and 
$2,986,000  for  the  National  Veterans'  Training  Institute.  This  budget  includes  a  2.1% 
increase  over  the  FY  1994  funding  levels  for  grants-to-States,  a  0.7%  increase  in 
administration  funding,  and  a  2%  increase  in  NVTI  funding. 

First,  let  me  explain  my  vision  for  VETS.  I  want  VETS  to  be  recognized  as  a  "world 
class"  organization  ensuring  employment  and  training  services  to  our  veterans.  The 
agency  must  keep  pace  with  the  demands  and  rewards  of  putting  the  cus- 
tomer— veterans,  and  prospective  employers  of  veterans — first,  in  order  to  give  each 
veteran  a  chance  for  real  job  security  and  job  opportunity  in  a  changing  world.  To 
accomplish  this,  VETS'  main  resource  is  its  employees.  The  emphasis  within  the 
agency  is  on  total  quality  management  (TQM)  and  the  teamwork  principles  underlying 
this  philosophy. 
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During  FY  1993,  VETS  achieved  many  significant  accomplishments  that  will  have 
a  continuing  impact  both  on  the  agency's  operations  and  on  the  veterans  being  served. 

•  1.8  million  veterans  registered  with  State  Disabled  Veterans  Outreach  Program 
specialists  (DVOPs)  and  Local  Veterans'  Employment  Representatives  (LVERs). 

•  561,587  veterans  were  helped  into  jobs  through  VETS  funded  staff  and  State 
Employment  Security  Agencies  (SESAs). 

•  145,092  military  men  and  women  and  their  spouses  were  trained  at  3,424 
Transition  Assistance  Program  (TAP)  workshops  on  how  to  find  employment  in 
the  civilian  labor  force. 

•  8,415  homeless  veterans  are  being  assisted  by  the  VETS  Homeless  Veterans 
Reintegration  Project  (HVRP)  and  its  32  grants,  with  over  3,800  expected  to  find 
jobs. 

•  Over  5,800  service-connected,  Vietnam-era  or  recently  separated  veterans  will 
have  received  training  under  Job  Training  Partnership  Act  Title  IV-C  (JTPA  IV- 
C)  grants,  with  over  3,900  of  these  veterans  expected  to  be  placed  in  jobs  upon 
completion  of  their  training. 

•  Over  3,500  State  employment  service  agency  staff.  Department  of  Labor  (DOL) 
staff,  and  Department  of  Veterans'  Affairs  (VA)  staff  were  trained  in  the 
implementation  procedures  for  the  new  Service  Members  Occupational 
Conversion  and  Training  Act  (SMOCTA)  program,  through  "train-the-trainer" 
instruction  developed  by  VETS  through  the  National  Veterans'  Training 
Institute  (NVTI)  over  a  period  of  less  than  90  days.  Enacted  in  FY  1992,  with 
implementation  in  the  4th  quarter  of  FY  1993  and  ending  in  FY  1996,  the 
SMOCTA  program  develops  on-the-job  training  agreements  between  unemployed 
veterans  and  employers,  focusing  on  job  development  in  stable  and/or  growth 
industries. 

•  2,206  veterans'  service  providers  were  trained  at  NVTI.  A  new  initiative  was  the 
NVTI  training  of  110  Native  American  veterans'  service  providers,  representing 
70  different  tribes  and  23  States,  to  provide  training  and  employment  services 
to  Native  American  veterans. 

•  1,560  Veterans'  Reemployment  Rights  (VRR)  cases  were  closed,  with  $332,700 
having  been  recovered  for  claimants  through  Utigation  and  $810,000  having 
been  recovered  through  VETS'  compliance  activity. 

•  Long-range  planning  was  completed  during  FY  1993  by  \^TS'  Automation 
Steering  Committee  to  improve  VETS'  automation  systems  capacity  over  the 
next  five  years.  Plans  developed  should  increase  both  staff  productivity  and  the 
efficiency  of  intra-agency  communications  and  data  transmission.  During  FY 
1993  VETS  also  completed  acquisition  of  new  equipment  and  software  for  every 
State  and  Regional  Office,  as  well  as  for  the  National  Office,  positioning  VETS 
to  participate  fully  in  the  new  Information  Resource  Management  environment 
being  developed  by  the  Department.  The  agency  also  entered  into  an  agreement 
with  the  Employment  and  Training  Administration  (ETA)  to  participate  in  their 
development  and  testing  of  a  wide  area  network. 

FY  1994  has  also  produced  numerous  highlights  in  VETS'  operations. 

•  During  FY  1994,  VETS  is  streamlining  its  Job  Training  Partnership  Act  Title 
IV,  Part  C  (JTPA  IV-C)  grants  process  through  recommendations  developed  by 
an  internal  ad  hoc  committee,  including  elimination  of  the  existing  regulations 
and  the  phasing  in  over  the  next  several  years  of  a  revamped  process  to 
administer  fewer,  larger-valued  grants  over  multi-year  grant  periods  (subject  to 
satisfactory  annual  performance  by  the  grantees).  The  improved  operational 
efficiency  of  these  plans  is  one  example  of  how  VETS  plans  to  cope  effectively 
with  the  impact  of  staffing  level  reductions  while  also  maintaining  and 
improving  direct  client  services. 

•  Also  in  progress  during  FY  1994  are  three  other  VETS  projects  assigned  to 
internal  ad  hoc  committees  to  reach  specific  agency  goals.  These  ad  hoc 
committees  are  involved  in  (1)  planning  fundamental  changes  in  the  DVOP/ 
LVER  programs;  (2)  conducting  customer  satisfaction  surveys  and  increasing 
employer  participation  in  VETS  programs;  and  (3)  reviewing  and  changing  as 
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appropriate  VETS'  internal  operations  and  organizational  structures.  These  far- 
reaching  projects  are  designed  to  change  and  improve  significantly  both  VETS' 
delivery  of  services  through  its  delivery  systems  and  the  operations  of  the 
agency  itself 

The  potential  impact  of  the  agency's  ad  hoc  committees'  work  is  illustrated  by 
the  Loaned  Executive  Program  (LEP)  currently  under  development  by  the 
committee  responsible  for  increasing  employer  participation  in  VETS'  programs. 
This  initiative  will  provide  for  a  loaned  executive  from  the  business  community 
to  work  with  VETS  as  an  advocate  and  spokesperson  for  job-ready  veterans. 
With  public  relations  and  marketing  efforts,  as  well  as  the  executive's 
established  business  network,  the  loaned  executive  will  enhance  VETS'  efforts 
to  enlist  the  support  of  employers  and  employer  groups  nationwide  to  promote 
the  hiring  and  training  of  veterans,  marketing  the  advantages  of  employing 
veterans  to  improve  and  increase  veteran  employment  opportunities.  The 
individual  will  represent  VETS  in  advocating  the  employment  of  veterans  to  the 
business  community,  identifying  ways  to  raise  employer  awareness  of  the  skills 
and  attributes  of  veterans  and  helping  to  dispel  any  negative  misconceptions 
about  veterans.  In  addition  to  marketing  veterans,  the  loaned  executive  will 
enhance  VETS'  understanding  of  employers'  needs,  wants,  and  concerns  (e.g. 
skill  needs).  The  LEP  initiative  will  enhance  VETS'  ability  to  develop  a  national 
policy  to  meet  employer  needs  while  promoting  the  labor  market  competitive- 
ness of  veterans. 

Over  25,500  veterans  have  applied  for  SMOCTA  services  since  the  August  1, 
1993  implementation  date.  Through  January  28,  1994,  1,352  veterans  have  been 
matched  with  employers  to  pursue  SMOCTA  on-the-job  training  programs. 
VETS  and  its  State  DVOP  and  LVER  staff  have  continued  to  assist  the 
Department  of  Veterans'  Affairs  in  the  implementation  of  the  SMOCTA 
program. 

VETS  is  in  the  process  of  developing  training  through  NVTI  for  SESA  and 
VETS'  staff  in  case  management,  and  in  the  successful  management  and 
oversight  of  the  case  management  process.  Case  management  enables  the 
DVOPs  and  LVERs  providing  veterans  with  direct  employment  and  training 
services  to  facilitate  effectively  the  development  and  achievement  of  the 
veterans'  employment  goals.  The  two  case  management  training  courses  being 
developed  will  improve  skills  in  this  function,  which  is  so  critical  to  effective 
client  service  in  SMOCTA  and  other  VETS  programs.  NVTI  will  begin  delivery 
of  the  case  management  training  curricula  in  April  1994. 

VETS'  total  quality  management  (TQM)  program  will  begin  in  FY  1994  with  the 
identification  of  the  initial  functional  component(s)  to  be  targeted.  TQM  will 
then  be  implemented  in  a  vertical  manner,  i.e.,  throughout  the  agency's  entire 
hierarchy  for  the  identified  component(s).  Appropriate  training  will  be  a 
prerequisite  for  those  involved  in  this  initial  phase,  and  all  later  phases,  of 
VETS'  TQM  program. 

Improvements  in  VRR  case  processing  procedures  have  been  developed  by 
another  VETS  ad  hoc  committee  in  FY  1994.  These  procedures  include 
provisions  to  increase  the  quality  of  investigation  in  VRR  cases  while  continuing 
to  emphasize  timely  case  resolution. 

A  second  generation  of  VETS'  Automated  Reporting  System  (VARS)  is  being 
implemented  in  FY  1994.  This  will  include  elimination  of  duplicate  reporting  by 
manual  (hard  copy)  methods  for  all  essential  information  reported  by  VARS. 
VETS  has  also  established  the  Computer  Support  Team  (CST),  consisting  of 
front-line  VETS  employees  in  each  VETS  region  who  receive  hands-on  "train- 
the-trainer"  training  before  implementation  of  each  new  VARS  module.  In  this 
training,  each  CST  member  will  receive  copies  of  the  training  materials  that  the 
member  will  need  to  be  able  to  pass  on  this  VARS  training  to  computer  users 
within  their  region.  The  CST  will  also  become  a  training  resource  for  each 
region  to  provide  all  its  VETS  staff  computer/automation  training  in  off-the-shelf 
software  applications,  with  additional  extensive  training  to  be  made  available 
to  VETS  staff  from  NVTI  and  other  qualified  training  vendors  to  meet  their 
individual  needs. 
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•  A  comprehensive  assessment  of  the  types  of  training  needed  by  VETS  and  SESA 
staff  will  be  completed  during  FY  1994  under  the  direction  of  VETS'  Training 
Needs  Assessment  Committee.  This  needs  assessment  will  focus  on  the  training 
needs  of  specific  audiences  within  NVTI's  training  universe  by  defining  the 
knowledge,  skills,  and  abilities  (KSAs)  for  each  training  group,  followed  by 
delineation  of  specific  training  needs  for  each  group  relevant  to  one  or  more  of 
the  group's  KSAs.  The  results  of  this  needs  assessment,  the  first  undertaken 
since  1988,  will  be  used  both  to  facilitate  decision-making  regarding  new  NVTI 
course(s)  to  be  developed  and  to  provide  guidance  in  the  development  of  VETS' 
Annual  Training  Plan  for  NVTI  courses  to  be  delivered  in  FY  1994. 

•  The  agency  has  signed  a  Memorandum  of  Agreement  with  the  Department  of 
Defense  to  help  identify  and  assist  military  persormel  separating  to  pursue  a 
teaching  career,  targeted  to  low  income  schools.  A  grant  will  fund  a  pilot 
program  to  connect  military  personnel  with  teacher  certification  training  options 
and  assist  with  placement  in  low  income  schools.  The  agreement  is  in  support 
of  the  "Troops  to  Teachers"  program. 

•  VETS  is  in  the  process  of  implementing  the  requirement  which  establishes  the 
Advisory  Committee  on  Veterans'  Employment  and  Training  (38  U.S.C.  Section 
4110).  iThe  agency's  current  plans  call  for  the  Advisory  Committee  to  meet 
before  the  end  of  FY  1994. 

In  FY  1995,  services  to  veterans  by  the  front-line  providers  in  VETS'  delivery 
system — the  DVOPs  and  LVERs — will  continue  to  include  all  legislatively  prescribed 
services,  with  priority  to  be  given  to  special  disabled  and  other  disabled  veterans.  State 
DVOP  staff  will  continue  to  provide  outreach  and  other  legislatively  prescribed  services 
to  veterans.  LVER  staff  will  continue  to  monitor  the  provision  of  priority  sez-vices  to 
veterans  by  all  State  Employment  Service  staff  and  will  promote  veterans'  participa- 
tion in  Federally-funded  programs.  The  DVOP/LVER  grants,  JTPA  IV-C  grants,  and 
VRR  programs  will  be  maintained  at  funding  levels  sufficient  to  support  their  integrity 
and  to  enable  VETS'  staff  to  perform  critical  functions,  including  conducting  on-site 
local  Employment  Service  office  evaluations  and  follow-up  reviews,  opening  and 
resolving  VRR  cases,  conducting  JTPA  IV-C  grant  reviews,  and  processing  grant 
applications  and  modifications. 

Other  areas  of  emphasis  in  VETS'  FY  1995  budget  request  include  an  increase  in 
responsibility  for  the  DVOPs  and  LVERs  in  presenting  Transition  Assistance  Program 
(TAP)  workshops.  The  population  to  be  served  is  relatively  stable  (an  estimated 
300,000  separatees  worldwide  in  FY  1995  as  compared  with  the  FY  1994  estimate  of 
317,000).  Now  that  TAP  is  fully  integrated  into  the  organization,  fewer  oversight  and 
monitoring  visits  and  fewer  workshop  facilitator  training  classes  at  NVTI  will  be 
necessary.  To  reduce  the  costs  of  hired  workshop  facilitators,  DVOP/LVER  staff  will 
assume  greater  responsibility  for  presentation/facilitation  of  TAP  workshops,  making 
DVOP/LVER  staffing  levels  a  critical  factor. 

It  is  tentatively  planned  that  VETS'  reduced  staffing  level  for  FY  1995  (272  FTE 
positions,  or  four  fewer  than  in  FY  1994  and  13  fewer  than  in  FY  1993)  will  be 
accommodated  through  elimination  of  all  ten  (10)  of  VETS'  assistant  regional 
administrator  (ARA)  positions,  along  with  reductions  from  other  field  staff  and  from 
among  National  Office  staff  over  the  FY  1994-1995  period.  The  elimination  of  ARA 
positions,  two  of  which  are  presently  vacant,  will  preserve  essential  front-line  positions 
in  the  field,  including  all  those  statutorily  required.  To  ameliorate  the  impact  of  these 
Field  and  National  Office  reductions,  the  agency  will  enhance  its  management 
information  systems  for  VRR  cases,  grants  management,  and  quarterly  reporting,  and 
will  achieve  efficiencies  through  cross-training  and  expanded  utilization  of  remaining 
staff 

The  nature  and  scope  of  all  FTE  reductions  in  the  Field  Offices  and  the  National 
Office  will  be  specifically  determined  through  the  deliberations  of  VETS'  FY  1994  ad 
hoc  committees,  currently  engaged  in  planning  VETS'  organizational  restructuring  as 
part  of  their  work  on  the  agency's  FY  1994  goals. 

The  case  management  approach  to  services  has  been  identified  as  a  key  operational 
cornerstone  in  the  agency's  efforts  to  improve  service  delivery  in  its  programs.  I 
therefore  believe  that  the  establishment  of  standard  case  management  procedures  and 
the  delivery  of  comprehensive  case  management  training  for  LVER  and  DVOP  staff 
through  NVTI,  as  quickly  as  possible,  will  be  of  utmost  importance  in  FY  1995. 
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NVTI's  other  FY  1995  training  priorities  will  be  determined  through  the 
comprehensive  needs  assessment  project  to  be  completed  during  FY  1994.  This  will 
help  VETS  prioritize  its  training  efforts  over  the  next  several  years  in  order  to 
determine  both  new  course  offerings  and  needed  revisions  to  existing  courses. 
Development  of  at  least  two  new  training  courses  is  anticipated  as  a  result  of  this 
comprehensive  needs  assessment. 

FY  1995  will  be  the  third  year  of  implementation  of  the  Service  Members' 
Occupational  Conversion  and  Training  Act  (SMOCTA)  program.  The  LVERs  and 
DVOPs  will  provide  participating  veterans  with  case  management  services  and  will  be 
helping  to  develop  on-the-job  training  agreements  between  eligible  veterans  and 
prospective  employers. 

VETS'  current  efforts  to  reinvent  the  JTPA  IV-C  grants  process  include  plans  to 
eliminate  the  present  IV-C  regulations,  which  will  allow  flexibility  throughout  FY  1995 
and  thereafter  in  serving  the  statutory  groups  through  appropriate  multi-year  service 
delivery  strategies.  It  is  also  expected  that  program  year  1995  IV-C  funds  will  be 
competitively  awarded,  resulting  in  12-16  grants  nationwide.  This  is  a  departure  from 
awarding  grants  to  States  by  formula  and  is  expected  to  result  in  a  more  cost  effective 
program. 

The  Homeless  Veterans  Reintegration  Project  (HVRP)  will  serve  approximately 
8,500  homeless  veterans  in  FY  1995,  resulting  in  about  4,200  placements  in 
unsubsidized  jobs.  A  competition  for  HVRP  funds  is  expected  to  result  in  approxi- 
mately 24  urban  and  6  rural  projects  being  funded  at  a  level  of  $5,055,000.  These 
projects  provide  homeless  veterans  comprehensive  services,  linkages  with  other  service 
providers,  and  placement  assistance.  Grantees  also  have  the  option  of  replicating  a 
StandDown  event  in  their  area  with  assistance  from  the  grant. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  begin  discussion  of  change  within 
the  Veterans'  Employment  and  Training  Service.  I  look  forward  to  working  closely  with 
the  Committee,  as  has  already  been  occurring  at  the  staff  levels  on  several  recent 
occasions  with  respect  to  our  reinvention  efforts  and  the  NPP  recommendations.  I  will 
be  pleased  to  answer  any  questions  you  might  have.  Thank  you. 


PREPARED  STATEMENT  OF  JOHN  HANSON,  DIRECTOR,  NATIONAL 
VETERANS  AFFAIRS  AND  REHABILITATION  COMMISSION,  THE  AMERICAN 

LEGION 

Mr.  Chairman  and  Members  of  the  Committee;  The  American  Legion  appreciates 
the  opportunity  to  present  its  views  on  the  Administration's  proposed  budget  for 
programs  and  operations  of  the  Department  of  Veterans  Affairs  for  Fiscal  Year  1995. 
Having  had  a  limited  time  to  review  the  budget  proposal,  we  hope  to  offer  more 
detailed  views  at  subsequent  opportunities. 

For  Fiscal  Year  (FT)  1995,  funding  for  the  Department  of  Veterans  Affairs  calls  for 
$37.8  billion  in  budget  authority  to  operate  VA  programs.  The  budget  proposal  provides 
$17.6  billion  for  benefit  programs,  $16.1  billion  for  medical  care  operations,  $211 
million  for  medical  and  prosthetic  research,  $296.4  million  for  construction  activities, 
and  $73  million  for  the  national  cemetery  system.  The  budget  proposal  provides  for 
average  employment  levels  of  13,203  full  time  equivalent  employees  (FTEE)  in  the 
Veterans  Benefits  Administration,  a  reduction  of  622  FTEE  below  the  FY  1994 
employment  level,  and  201,508  FTEE  for  Veterans  Health  Administration  operations, 
a  reduction  of  3,680  from  FY  1994  employment  levels. 

Fiscal  Year  1995  Department  of  Veterans  Affairs  Budget  Proposal 


Percent  Change 

Medical  Care 

$16.1  billion 

3.2% 

Medical  Research 

$211  million 

-16.3% 

Construction 

$296.4  million 

-45.0% 

National  Cemetery  System 

$73  million 

2.8% 

Compensation  and  Pension 

$17.6  billion 

2.4% 

Veterans  Benefits 

Administration 

$756  million 

3.0% 

Total  VA  FY  1995  Budget 

$37.8  billion 

3.5% 
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Medical  Care  Programs 

There  appears  to  be  a  dichotomy  between  the  Administration's  expectations  of  what 
VA  health  care  must  be,  and  the  way  the  same  system  is  funded.  Can  the  Veterans 
Health  Administration  (VliA)  meet  the  expansion  and  reform  expectations  made  of  it 
while  funding  is  insufficient  to  maintain  a  current  level  of  services?  We  think  not. 

While  it  is  true  that  moving  to  a  primary  care-based,  outpatient-focused  health 
delivery  system  will  eventually  provide  veterans  with  quality,  locally  available  health 
care  at  a  lower  overall  cost,  this  transition  can  not  happen  overnight.  If  the 
Administration  truly  wants  VHA  to  become  a  player  in  the  health  care  reform  arena, 
the  way  to  prove  that  to  the  Department  and  our  veterans  is  to  assure  adequate 
funding  for  provision  of  services  during  the  transition.  Without  this  assurance, 
veterans  will  lose  faith.  While  The  Health  Security  Act  places  the  VA  medical  system's 
future  at  risk  by  competing  with  the  private  sector,  we  can  not  afford  to  create  an  even 
greater  risk  by  setting  VA  up  to  fail  before  the  transition  to  health  care  reform  begins. 

The  impact  of  FTEE  cuts  of  5,793  to  "re-engineer"  VA  health  care  by  making 
management  improvements  and  streamlining  and  purchasing  services  as  well  as 
implementing  National  Performance  Review  as  described  in  the  budget  package,  could 
reduce  the  VHA's  chances  of  surviving  reform.  Although  this  blow  appears  to  be 
softened  by  the  addition  of  2,048  FTEE  for  activation  of  already  constructed  new 
facilities,  these  FTEEs  are  already  committed,  and,  therefore,  it  still  amounts  to  a  2 
to  3  percent  reduction  in  the  work  force  while  key  medical  workloads  increase  by  only 
27,000  patients.  Also,  the  total  inpatient  volume  is  expected  to  drop  by  only  one-half 
of  1%,  while  the  outpatient  volume  is  expected  to  increase  by  1%.  Any  impUcation  that 
the  Veteran  Service  Area  (VSA)  concept  will  be  approved  by  Congress  or  will  be  "up 
and  running"  to  save  852  FTEE  and  $50  million  in  FY  1995,  is  sheer  conjecture. 

Providing  goods  and  services  under  contract  can  reduce  the  costs  of  delivery  of  those 
services  overall.  However,  we  should  not  be  lulled  into  complacency  with  the  idea  that 
those  costs  magically  go  away.  The  numbers  of  variables  in  this  scenario  are  enormous. 
Frequently  the  contracting  idea,  although  a  valid  way  to  remove  the  costs  from 
patient-care  accounts,  sometimes  amounts  to  mere  cost  shifting.  Caution  should  prevail 
in  these  assumptions. 

The  American  Legion  gets  the  feeling  that  hidden  somewhere  behind  the  scenes  is 
a  reliance  upon  the  "seed  money"  to  be  provided  under  The  Health  Security  Act  to 
compensate  for  the  reductions  in  the  FY  1995  budget.  If  true,  that  demonstrates  a 
clear  misunderstanding  of  the  purpose  of  the  HSA  funds  and  an  even  more  frightening 
idea  that  the  failure  of  VA  as  a  competing  national  health  care  provider  and  its 
eventual  demise,  becomes  a  self-fulfilling  prophesy. 

While  we  are  focusing  on  the  FY  1995  budget  proposal,  let  us  not  forget  that  VHA 
is  under  a  mandate  to  reduce  roughly  2,500  FTEE  during  the  current  fiscal  year,  due 
to  unfunded  locality  pay  raises.  To  absorb  up  to  another  25,000  FTEE  reductions  over 
the  next  five  years  under  the  National  Performance  Review  plan  will  further  weaken 
the  system's  ability  to  compete  under  national  health  care  reform. 

Medical  and  Prosthetic  Research 

It  is  ironic  to  The  American  Legion  that  at  a  time  when  the  Administration 
recommends  reducing  VA's  FY  1995  medical  and  prosthetic  research  budget  by  $41 
million  and  830  FTEE,  it  also  recommends  investing  close  to  $30  million  in  new  and 
existing  research  facilities.  We  do  not  imply  that  this  action  represents  misplaced 
priorities,  however,  we  do  question  the  need  for  two  new  research  buildings  in  a  very 
constrained  budget. 

Why  must  we  fight  the  research  budget  battle  every  year?  Is  there  not  a  way  to 
establish  a  mechanism  which  would  allow  VA  medical  and  prosthetic  research 
programs  to  receive  a  predictable  amount  of  resources  each  and  every  year?  For  the 
FY  1994  budget,  Congress  appropriated  $46  million  more  for  VA  research  programs 
than  proposed  by  the  Administration,  thereby  averting  a  significant  dismantling  of  the 
Department's  research  efforts.  Now,  we  once  again  face  an  uphill  struggle  to  maintain 
the  viability  of  the  highly  effective  and  widely  respected  research  programs  of  the 
Department  of  Veterans  Affairs. 

The  Administration's  FY  1995  VA  research  proposal  can  not  be  justified  rationally. 
We  believe  the  current  year  research  appropriation  of  $252  million  must  be  maintained 
and  represent  the  baseline  figure  for  future  year  appropriations.  Adding  a  three  to  five 
percent  inflationary  adjustment  to  the  current  year  research  budget  would  provide  the 
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impetus  to  continue  all  high  priority  research  activities.  How  will  VA  fund  mandated 
research  programs  for  Desert  Storm  veterans,  women  veterans,  mental  health  and 
behavioral  sciences  programs,  among  other  high  priority  agenda  items,  when  facing  a 
reduction  of  $46  million  and  830  FTEE?  What  programs  are  to  be  sacrificed?  In  our 
view,  any  amount  of  funding  representing  less  than  current  year  research  activities 
will  create. lasting  consequences. 

Construction 

The  American  Legion  supports  a  FY  1995  budget  that  addresses  priority  major  and 
minor  construction  needs  within  VA.  It  seems  odd  to  us  that  two  new  research 
facilities  are  proposed  when  VA's  research  program  is  again  recommended  for  funding 
and  staffing  reductions.  Of  the  $115  million  recommended  in  new  major  construction 
funding  authority  for  FY  1995,  $62.3  million  is  targeted  to  one  facility  for  seismic 
corrections.  With  all  of  VA's  important  construction  needs,  we  find  it  astonishing  that 
major  construction  is  only  proposed  at  a  funding  level  of  $141.5  million  for  FY  1995 
($26  million  is  reprogrammed  from  previous  year  funds). 

The  American  Legion  has  long  advocated  a  strong  VA  construction  budget  to  meet 
current  infrastructure  and  future  care  medical  requirements.  We  see  little  in  the 
budget  which  will  support  VA's  long-term  strategic  plans  to  develop  additional 
community-based  ambulatory  clinics  and  long-term  care  programs.  Although  The 
Health  Security  Act's  Investment  Fund  (Phase  One),  calls  for  developing  or  improving 
eight  ambulatory  care  and  one  nursing  home  projects  in  FY  1995,  in  the  amount  of 
$225  million,  at  this  time  that  proposal  is  subject  to  modification. 

The  American  Legion  recommends  that  the  $225  million  for  the  health  investment 
fund  be  included  in  VA's  major  construction  budget  for  FY  1995.  Outpatient 
modernization  and  improved  access  to  care  are  critical  components  of  VA's  efforts  to 
compete  under  health  care  reform.  None  of  the  Phase  One  health  investment  fund 
ambulatory  care  projects  address  the  needs  of  rural  veterans.  Instead  of  providing 
access  to  care  in  remote  geographic  areas,  all  identified  clinics  are  located  in  urban 
locales.  The  Legion  objects  to  VA  using  the  Health  Security  Act  Investment  Fund  to 
meet  regular  and  normal  construction  requirements. 

We  question  the  need  for  moving  ahead  at  this  time  with  both  proposed  new 
research  facilities  and  believe  that  the  proposed  seismic  correction  project  should  be 
reviewed  in  relation  to  overall  system-wide  priorities.  Additionally,  we  propose  that 
several  additional  major  construction  projects  be  funded  in  FY  1995:  The  Hawaii  VA 
medical  center/regional  office  project;  and  the  Gainesville,  FL  long-term  care 
psychiatric  building. 

National  Cemetery  System 

The  Administration  budget  calls  for  a  slight  increase  in  full-time  employees  -  from 
1,315  to  1,340  -  and  an  increase  of  $2.1  million  to  $73  million  to  operate  and  maintain 
the  National  Cemetery  System  for  FY  1995.  Additionally,  $10.6  million  is  requested 
for  construction  of  a  new  national  cemetery  in  the  Seattle/Tacoma  area  of  Washington. 
An  additional  $1  million  is  requested  for  the  national  cemetery  system  design  fund  for 
future  construction  activities. 

Although  additional  FTEE  are  critically  needed  to  maintain  operations  and 
maintenance  standards,  the  National  Cemetery  System  has  fallen  further  behind 
during  FY  1994  in  meeting  new  and  replacement  equipment  requirements.  In  the 
current  fiscal  year,  some  of  the  available  funding  which  was  earmarked  for  purchasing 
new  equipment  had  to  be  reprioritized  to  cover  unfunded  locality  pay.  The  cumulative 
equipment  backlog  is  projected  at  $6.7  million  by  the  end  of  FY  1994  and  will  rise  to 
approximately  $7.8  million  by  the  end  of  FY  1995,  without  increased  funding. 

Benefits  Programs 

There  are  many  important  and  diverse  issues  in  the  Federal  budget  this  year,  such 
as  health  care  reform,  deficit  reduction,  defense  spending,  etc.  which  Congress  must 
address.  However,  we  are  firmly  convinced  that  debate  on  these  and  other  subjects 
must  not  be  allowed  to  overshadow  the  true  crisis  which  exists  in  VA's  claims 
adjudication  and  appeals  process  and  impact  this  is  having  on  the  lives  of  tens  of 
thousands  of  veterans  and  their  families. 

Appropriations  for  all  VA  benefits  program  will  be  $17,626  billion.  This  is  an 
increase  of  approximately  $100.4  million  over  the  FY  1994  funding  level.  This  change 
represents  both  an  increased  number  of  benefit  claims  being  filed  over  FY  1994  and 
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a  higher  average  payment.  The  increased  volume  of  new  claims  reflects  the  continued 
military  downgrading,  and  additional  benefits  authorized  for  veterans  exposed  to  Agent 
Orange  and  mustard  gas.  There  is  also  an  increase  is  the  average  degree  of  disability 
associated  with  these  claims. 

The  Administration  is  recommending  a  decrease  in  overall  employment  in  VBA  of 
622  FTEE.  Staffing  in  the  adjudication  divisions  in  the  regional  offices  will  be  reduced 
by  342  FTEE  from  the  FY  1994  estimated  employment  level  of  4,505  FTEE.  The 
reduced  emplojmient  is  based  in  part  of  a  projected  decrease  in  the  workload  associated 
with  the  matching  requirements  of  OBRA  1992,  plus  VA's  contribution  to  the  reduction 
in  Federal  employment.  This  means  there  will  be  far  fewer  workers  in  the  regional 
offices  to  handle  not  only  the  thousands  of  new  and  reopened  disability  and  death 
claims,  but  to  continue  processing  the  existing  backlog  of  pending  claims  which  is  of 
monumental  proportions. 

The  effect  of  the  continued  reduction  in  staffing  levels  over  the  past  twelve  years 
is  graphically  clear  in  the  fact  that  the  pending  compensation  and  pension  caseload  is 
expected  to  jump  from  about  531,000  to  712,000  between  FY  1993  and  FY  1994,  the 
span  of  only  one  year.  This  backlog  is  expected  to  grow  by  another  159,000  cases  to 
870,000  cases,  under  the  FY  1995  budget.  This  does  not  include  223,000  education 
claims  which  will  also  be  pending  at  the  end  of  FY  1995.  That  totals  to  well  over  1 
million  benefit  claims  that  are  either  in  process  or  just  sitting  in  the  regional  offices 
waiting  to  be  worked.  It  is  no  comfort  that  since  early  last  year  Secretary  Brown  has 
publicly  predicted  this  would  occur. 

This  surely  is  a  major  administrative  crisis  for  the  Department  of  Veterans  Affairs 
by  any  standards  or  definition.  It  did  not,  however,  just  arise  overnight.  The  American 
Legion  has  repeatedly  spoken  to  this  and  other  Congressional  Committees  of  the 
consequences  of  the  Administration's  unrealistic  budget  requests  and  funding  levels. 
In  comparison.  The  American  Legion  is  not  aware  that  other  Federal  agencies  charged 
with  the  administration  of  financial  assistance  programs  for  the  disabled  and  needy 
have  experienced  similar  long-term  reductions  in  personnel  and  resources.  Nor  have 
we  received  complaints  from  beneficiaries  under  other  Federal  assistance  programs 
concerning  delays  of  months  and  oftentimes  years  in  receiving  benefits,  such  as 
veterans  continue  to  experience  with  their  VA  claims. 

We  are  especially  concerned  that  this  situation  represents  a  personal  crisis  for  at 
least  a  million  veterans  and  their  families  who  need  and  deserve  the  financial 
assistance  reflected  in  these  benefit  programs.  It  is  no  wonder  that  many  of  them  are 
surprised  and  justifiably  outraged  that  Congress  and  VA  have  allowed  the  level  of 
service  to  deteriorate  to  the  point  where  most  can  expect  to  wait  upwards  of  a  year  or 
more  for  a  decision.  If  it  should  be  necessary  to  seek  an  appeal  to  the  Board  of  Appeals, 
a  decision  will  take  several  years  in  coming.  What  does  a  widow  who  just  lost  her 
veteran  husband  do  to  live  on  until  VA  acts  on  her  claim  for  DIC  or  death  pension? 
How  can  a  severely  disabled  veteran  take  care  of  his  family  while  VA  tries  to 
determine  what  is  wrong  with  him  and  then  process  his  claim  for  service  connection? 
How  is  a  veteran  who  is  pursuing  a  college  education  to  make  the  required  payments 
to  stay  in  or  enter  school?  While  a  veteran  is  waiting  for  a  benefit  decision,  he/she  is 
not  receiving  the  care  or  other  services  that  they  require. 

The  effect  of  the  continued  lack  of  personnel  and  ADP  resources  for  VBA  operations 
is  also  reflected  in  the  increasing  amount  of  time  veterans  must  wait  for  a  decision  on 
their  claim.  With  disability  compensation  claims  which  make  up  the  majority  of  the 
overall  workload,  in  FY  1991,  it  took  on  average  151  days  to  complete  processing.  In 
FY  1993,  it  was  taking  more  than  6  months  dSS  days)  and  by  the  end  of  FY  1995  it 
will  be  taking  over  7.5  months  with  no  indication  or  prospect  of  any  significant 
improvement  in  this  trend  (other  than  rhetorical).  Processing  times  for  all  other  types 
of  claims  have  also  increased  significantly  with  pension  and  DIC  claims  taking  over  4 
months  on  average. 

Current  and  planned  initiatives  may  eventually  help  VBA  stem  the  long-standing 
decline  in  timehness,  but  at  what  level?  The  personnel  cuts  slated  for  FY  1995  together 
with  insufficient  resources  in  other  key  areas,  such  as  support  for  various  ADP  and 
management  initiatives  strongly  suggest  that  the  Administration  has  given  up  trying 
to  do  anything  substantive  to  slow  or  stop  the  rising  backlog  and  allow  VBA  to  begin 
the  slow  process  of  bringing  processing  times  down  to  some  reasonable  and  fair  level. 

With  respect  to  the  recommendations  of  the  Secretary's  Blue  Ribbon  Panel  on 
Claims  Processing,  the  Panel's  43  recommendations  have  been  approved  by  the 
Secretary.  These  initiatives,  when  fully  implemented  over  the  next  12-18  months  are 
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expected  to  have  a  favorable  impact  on  both  the  way  claims  are  physically  handled  and 
adjudicated  in  the  regional  offices  and  the  amount  of  time  required  to  complete 
processing.  We  believe  it  is  imperative  that  VBA  be  able  to  make  the  necessary 
organizational  and  administrative  changes  in  regional  office  operations,  reprioritize 
certain  parts  of  its  ADP  modernization  program,  and  streamline  its  regulations  and 
procedures  which  have  been  set  forth  in  these  recommendations.  We  are  deeply 
concerned  that  the  cuts  imposed  on  VBA  under  the  FY  1995  budget  will  seriously 
undercut  and  delay  the  Department's  efforts  to  finally  do  something  concrete  about  the 
backlog. 

As  in  past  budgets,  once  again  personnel  will  be  cut  from  the  Vocational 
Rehabilitation  Program  in  FY  1995.  Average  employment  will  drop  29  FTEE  from  714 
to  685.  This  comes  at  a  time  when  there  will  be  an  increasing  number  of  service 
disabled  veterans  seeking  vocational  rehabilitation,  employment  services,  and 
vocational  and  educational  counseling.  VA  reports  it  is  taking  longer  and  longer  for  the 
applications  of  these  disabled  veterans  to  be  acted  upon.  In  FY  1993,  it  took  an  average 
of  71  days.  In  FY  1995,  it  estimated  this  will  be  90  days.  For  all  types  of  services 
provided  through  this  program,  there  are  too  few  Vocational  Rehabilitation  Specialists 
and  Counselors  to  assist  veterans  in  a  timely  or  an  effective  manner.  The  demands  on 
their  time  and  available  resources  are  overwhelming.  Disabled  veterans  seeking 
entrance  into  a  training  program  as  well  as  those  completing  their  program  face 
increased  delays  which  jeopardize  their  chances  of  a  successful  rehabilitation  and 
entrance  or  reentrance  into  the  job  market. 

The  Vocational  Rehabilitation  Program  has  come  under  severe  criticism  in  recent 
years  for  delays  in  providing  disabled  veterans  needed  services,  including  employment 
assistance  and  follow-up.  It  clearly  remains  a  question  of  trying  to  do  too  much  with 
too  few  resources.  The  net  result  of  the  FY  1995  budget  request  is  to  further  penalize 
these  disabled  veterans  who  need  and  can  benefit  by  the  services  which  are  provided 
by  law. 

We  also  would  like  to  address  the  GI  Bill.  You  all  know  of  the  Legion's  concern  that 
the  current  level  of  compensation  is  far  too  low  for  students  to  be  able  to  use  for 
education.  The  low  participation  by  those  who  have  contributed  to  the  program  speaks 
volumes.  If  we  are  serious  about  investing  in  our  future,  shouldn't  we  be  serious  about 
funding  educational  benefits  at  a  rational  level? 

The  Board  of  Veterans  Appeals  is  experiencing  its  own  crisis  resulting  from  an 
overwhelming  backlog  of  pending  appeals.  Although  in  FY  1995  the  Board's  staffing 
level  will  be  reduced  by  only  3  FTEE,  it  still  faces  a  workload  problem  stemming  from 
the  fact  that  approximately  33,700  appeals  were  pending  at  the  end  of  FY  1993.  It  is 
estimated  that  by  the  end  of  FY  1994,  this  number  will  have  increased  to  over  48,500 
cases  and  if  nothing  changes,  the  backlog  will  reach  56,500  cases.  In  FY  1993,  the 
Board's  average  response  time  was  466  days.  In  FY  1994,  it  will  be  733  and  in  FY  1995 
662  days.  These  times  reflect  those  appeals  in  which  a  final  decision  was  rendered — an 
allowance  or  denial.  The  response  time  does  not  take  into  account  the  fact  that  some 
68%  of  the  Board's  decisions  currently  are  remands  back  to  the  regional  office  for 
additional  development  and  readjudication. 

The  declining  level  of  production  at  the  Board  as  well  as  the  extraordinarily  high 
remand  rate  reflects  the  direct  and  profound  impact  of  the  decisions  of  the  Court  of 
Veterans  Appeals  on  the  Board's  decision-making  process.  The  Board  is  now  to 
required  to  meet  new  legal  standards  and  procedural  requirements  which  oftentimes 
necessitate  double  work  on  hundreds  of  cases  to  conform  to  the  Court's  precedent 
decisions. 

In  response  to  this  crisis,  the  Chairman  recently  announced  plans  to  temporarily 
suspend  all  personal  hearings  before  the  Board,  including  Field  Hearings  by  the 
Traveling  Board.  The  Board  is  also  not  transferring  in  any  more  cases  which  have  been 
certified  by  the  regional  offices  until  such  time  as  the  backlog  has  been  substantially 
reduced.  These  are  extreme  measures  in  response  to  a  very  real  and  difficult  problem. 
Legislation  has  been  proposed  to  authorize  single  member  decisions  which  if  enacted 
is  estimated  to  increase  the  Board's  production  by  27%.  The  American  Legion  supports 
this  initiative  as  a  necessary  step  toward  resolving  the  unacceptable  delays  facing 
veterans  seeking  appellate  review  of  their  claims  and  believe  Congress  should  give  it 
a  high  priority.  Veterans  seeking  appellate  review  by  the  Board  should  not  be  forced 
to  wait  years  to  have  their  case  heard. 
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Summary 

The  American  Legion  is  well  aware  that  the  Deficit  Reduction  Agreement  of  1993 
places  severe  cost  constraints  on  federal  discretionary  spending.  We  also  believe  that 
the  funding  of  various  VA  programs  has  been  problematic  for  many  years.  The  funding 
proposals  and  staffing  reductions  for  the  Department  of  Veterans  Affairs  for  FY  1995, 
as  outlined  in  this  statement,  will  place  serious  barriers  in  the  way  of  the  effective 
delivery  of  health  care  services,  benefits  programs,  and  medical  and  prosthetic  research 
activities. 

We  have  heard  from  the  Administration  that  it  is  committed  to  improving  VA 
services  to  veteran  beneficiaries  and  to  their  dependents.  In  order  to  maintain  the 
recent  progress  VA  has  made  in  delivering  timelj',  quality  services  in  spite  of 
continuous  funding  deficiencies,  now  is  not  the  time  to  prescribe  a  further  degradation 
of  services,  which  is  what  we  fear  will  happen  if  the  Administration's  budget  proposals 
are  embraced.  Serious  consideration  must  be  given  to  maintaining  the  current  level  of 
health  care  services,  medical  research  activities,  and  benefits  service  delivery,  before 
these  programs  are  irreversibly  unable  to  perform  their  assigned  missions  in  an 
acceptable  manner.  The  American  Legion  believes  our  veterans  and  their  dependents 
deserve  no  less  than  the  best  medical  and  benefits  services  obtainable. 


PREPARED  STATEMENT  OF  MICHAEL  F.  BRINCK,  NATIONAL  LEGISLATIVE 

DIRECTOR,  AMVETS 

Mr.  Chairman,  AMVETS  would  like  to  thank  you  for  requesting  our  views  on  VA's 
budgetary  needs.  And  once  again,  we  are  pleased  to  cosponsor  the  Independent  Budget 
for  the  Department  of  Veterans  Affairs  with  the  Disabled  American  Veterans, 
Paralyzed  Veterans  of  America,  and  the  Veterans  of  Foreign  Wars. 

This  is  the  eighth  year  the  veterans  service  organizations  have  presented  the 
Independent  Budget  to  Congress  as  our  assessment  of  what  VA  needs  to  accomplish 
its  mission.  We  were  asked  to  comment  on  the  administration's  request,  but 
unfortunately,  we  must  limit  those  comments  because  of  the  very  short  time  between 
its  submission  and  this  hearing. 

As  in  the  past,  each  VSO  has  contributed  a  major  section  of  the  Independent 
Budget.  DAV  develops  the  GOE  and  Benefits  section  of  the  Independent  Budget,  while 
PVA  authors  the  Medical  Programs  section  which  addresses  the  VA  medical  care 
system,  its  research  program  and  other  medical  accounts.  VFW  builds  the  Construction 
Programs  section  and  AMVETS  develops  recommendations  for  the  National  Cemetery 
System  section.  Each  organization  comment  on  its  section. 

Perhaps  the  most  pressing  issue  in  VA's  future  is  the  initial  employee  reductions 
being  made  to  meet  VA's  share  of  the  National  Performance  Review  goals.  Over  the 
next  five  years,  the  administration  proposes  to  cut  nearly  27,000  employees  from  VA's 
payroll.  At  a  time  when  VA  must  transition  from  a  government-funded  health  care 
provider  (and  all  its  attendant  baggage),  VA  must  now  accomplish  a  radical  shift  in 
culture  and  operating  practices  to  compete  for  veterans'  health  care  dollars.  To 
downsize  the  workforce  and  at  the  same  time  remake  VA  in  the  image  of  a  private 
sector  provider  may  be  asking  too  much-despite  all  good  intentions  of  VA  management. 

To  ensure  adequate  medical  care,  AMVETS  national  resolutions  call  for  a  separate 
appropriations  committee  dedicated  solely  to  VA  funding  matters.  Next,  AMVETS  calls 
for  funding  VA  medical  care  benefits  from  mandatory  spending  accounts.  We  realize 
that  enlarging  entitlement  spending  is  not  popular  politically,  but  it  is  illogical  to 
provide  an  entitlement,  and  fund  the  staff  that  delivers  those  benefits  from  discretion- 
ary accounts. 

We  also  call  for  improvement  of  substance  abuse  and  PTSD  treatment  as  well  as 
improvement  of  adult  day  care  and  Alzheimer's  disease  programs.  The  veterans  of  the 
Persian  Gulf  War  and  their  families  are  suffering  from  a  yet-poorly-understood 
syndrome  and  VA  must  get  to  the  root  causes  regardless  of  origin.  We  thank  this 
committee  for  the  efforts  you  have  made  on  their  behalf  Finally,  we  call  for  extension 
of  VA  care  to  veterans  exposed  to  foreign  nuclear  tests. 

To  accomplish  these  goals,  as  well  as  those  enumerated  in  the  legislative  portion 
of  the  Independent  Budget,  we  fully  support  funding  VA  medical  care  in  the  amount 
of  $20.1  billion.  That  is  $3.7  billion  above  the  level  requested  by  the  president. 

As  with  medical  care,  it  does  not  make  sense  to  fund  entitlement  programs 
administered  by  the  Veterans  Benefits  Administration  from  non-mandatory  spending 
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accounts.  We  fully  support  restoration  of  burial  and  plot  allowances  to  their  pre-OBRA 
90  levels  and  instituting  regular  increases  to  account  for  inflation.  To  accomplish  these 
and  other  legislative  provisions  contained  in  the  Independent  Budget,  AMVETS  fully 
supports  $19.5  billion  for  VBA  programs.  The  president  has  requested  $19.5  billion. 
Construction  is  always  a  popular  topic  on  the  Hill.  This  year  the  Independent  Budget 
calls  for  $933  million  to  replace  or  modernize  VA  facilities  that  no  longer  conform  to 
safety  or  community  standards.  We  note  the  emphasis  on  renovation  vice  new 
construction.  It  is  time  to  admit  that  of  all  the  resources  available  to  VA,  the  least 
important-in  terms  of  veterans  health  care-is  the  physical  plant.  VA  must  stop 
thinking  of  itself  as  a  collection  of  buildings,  and  while  doctors  and  nurses  and  patients 
need  safe,  modern  facilities  to  conduct  their  business,  there  is  no  magic  in  ownership. 
AMVETS  is  convinced  that  continuing  to  define  VA  medical  care  in  terms  of 
maintaining  and  enlarging  its  current  inventory  of  medical  centers  will  only  cripple 
VA's  ability  to  survive. 

As  an  example  of  the  direction  VA  must  move  to  make  itself  more  available  to 
veterans,  we  applaud  VA's  recent  initiative  in  northeastern  Texas  to  provide  health 
care  at  contracted  outpatient  facilities  now  affiliated  with  VAMC  Amarillo.  If  VA  must 
become  more  grassroots-oriented  to  survive-and  it  must-AMVETS  urges  Congress  to 
provide-even  mandate-a  greatly  increased  reliance  on  a  network  of  local  providers. 
Accomplishing  that,  VA  will  be  able  to  improve  and  expand  its  core  business  of  the 
very  special  medical  treatment  they  do  so  well. 

The  National  Cemetery  System 

The  National  Cemetery  System  has  its  origins  in  the  Civil  War  when  President 
Lincoln  signed  legislation  formally  establishing  national  cemeteries  for  "soldiers  who 
die  in  the  service  of  the  country."  Initially,  the  government  established  cemeteries  in 
areas  that  were  the  sites  of  significant  Civil  War  battles,  such  as  Antietam,  Maryland, 
or  near  large  military  bases,  hospitals,  or  POW  camps  such  as  Keokuk,  Iowa. 

Over  the  years,  Congress  increased  the  eligibility  for  burial  in  national  cemeteries, 
and  various  government  agencies  had  the  responsibility  of  caring  for  the  growing 
number  of  cemeteries  established  to  accommodate  veterans  of  subsequent  conflicts.  In 
1920,  Congress  passed  legislation  that  entitled  all  who  died  in  the  service  at  any  time 
to  free  burial  in  a  national  cemetery.  Shortly  after  World  War  II,  Congress  set  the 
general  eligibility  rules  entitling  those  who  died  in  service,  those  who  received  an 
honorable  discharge  as  well  as  the  widows,  widowers  or  minor  children  of  an  entitled 
veteran  to  burial  in  a  national  cemetery.  In  1993,  Congress  extended  the  benefit  to 
members  of  the  National  Guard  and  Reserves  who  were  eligible  for  retirement 
benefits. 

From  the  first  12  sites  established  in  1862,  the  Department  of  Veterans  Affairs 
system  has  grown  to  a  network  of  114  cemeteries  and  34  soldiers  plots  and  memorial 
areas.  Other  cemeteries,  such  as  Arlington  National  Cemetery  and  Gettysburg  are  still 
the  responsibility  of  the  Army  or  the  National  Park  Service. 

In  addition  to  providing  burial  space,  VA  also  provides  grave  markers  headstones. 
Presidential  Memorial  Certificates  (when  requested)  and  grants  to  states  wishing  to 
establish  new  or  improve  existing  state  veterans  cemeteries. 

Today,  the  authors  of  the  Independent  Budget  view  the  National  Cemetery  System 
with  both  pride  and  concern-pride  in  the  historically  fine  job  VA  has  done  to  maintain 
the  system  as  national  shrines;  concern  about  the  future  of  the  system.  Our  concern 
can  be  described  in  two  phrases-static  (at  best)  resources,  and  peaking  demand. 

Of  the  114  cemeteries,  only  59  remain  open  to  initial  casket  burial.  The  remaining 
55  are  either  closed  to  all  burials  or  open  only  to  cremations  and  second  family 
member  casket  interments.  Today  VA  maintains  nearly  2.1  million  graves  plus  another 
150,000  cremains/columbaria  on  10,000  acres  of  cemetery  space  split  evenly  between 
developed  and  undeveloped  land.  There  are  currently  about  273,000  available  casket, 
cremain-in-ground  and  columbaria  gravesitcs  available  on  developed  land  and  VA 
estimates  room  for  another  1.7  million  gravesites  in  its  undeveloped  property. 

The  IBVSO's  see  several  issues  facing  the  National  Cemetery  System.  First,  the 
continued  underfunding  of  NCS  programs  has  not  allowed  NCS  to  expand  its  system 
to  provide  sufficient  national  cemeteries  within  reasonable  commuting  distance  to  most 
veterans.  Underfunding  may  well  have  created  a  suppressed  demand  for  benefits  that 
could  overtax  the  system's  ability  to  respond  in  a  timely  fashion.  Annual  appropria- 
tions have  remained  nearly  constant  and  the  system  cannot  continue  to  absorb  the 
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negative  effects  of  flat  funding  and  increased  demand  without  degrading  the  level  of 
service  and  the  high  standards  to  which  national  cemeteries  must  be  maintained. 

Second,  VA  will  need  more  space  and  a  better  distribution  of  facilities.  It  is  evident 
the  location  of  the  cemeteries  projected  to  be  open  after  the  year  2000  will  not  provide 
a  burial  site  that  is  reasonably  convenient  to  many  veterans  and  their  families.  0MB 
has  shelved  VA's  previous  policy  of  developing  new  sites  to  achieve  an  open  cemetery 
within  75  miles  of  75%  of  veterans,  but  has  decided  to  allow  VA  to  pursue  planning  for 
new  cemeteries  around  Albany,  Cleveland,  Chicago  and  Dallas.  Since  it  now  takes  10 
years  to  plan,  build  and  open  a  new  cemetery,  VA  faces  an  uphill  battle  to  meet  the 
approaching  peak  demand  and  must  immediately  pursue  appropriations  for  any  new 
sites.  As  pointed  out  earlier,  VA  now  has  space  for  less  than  2  million  veterans  in  all 
the  developed  and  undeveloped  space  it  now  owns.  VA  statistics  show  the  mediem  age 
of  all  veterans  to  be  nearly  56  years  with  the  World  War  II  population  now  in  its  70's. 
The  next  large  veteran  population  bulge-the  Vietnam  era  veteran-is  reaching  the  mid- 
forties.  Consequently,  the  total  number  of  veterans  65  and  older  will  peak  at  over  9 
milhon  in  1999  and  again  in  2015  at  over  8.6  million.  Historically,  about  10%  of 
veterans  opt  for  burial  in  a  national  cemetery  and  spouses  usually  choose  interment 
with  the  veteran.  With  the  recent  addition  of  a  large  number  of  new  beneficiaries  as 
a  result  of  the  entitlement  of  National  Guard  and  Reserve  retirees,  it  is  clear  VA  will 
face  a  sharp  increase  in  demand  for  burial  benefits  over  the  next  several  years. 

A  related  issue  is  the  improvement  of  the  VA  grant  program  to  state  veterans 
cemeteries.  While  our  strong  support  for  this  highly  cost-effective  program  does  not 
imply  support  for  shifting  the  responsibility  from  the  federal  government  to  the  states, 
the  IBVSO's  recognize  and  appreciate  states'  willingness  to  recognize  their  veterans. 

Third,  VA  faces  a  serious  equipment  backlog.  NCS  currently  has  over  $6  million  in 
old  equipment-over  50%  of  which  was  5  years  beyond  replacement  age  in  1990.  With 
looming  FTEE  cuts,  modern  equipment  is  absolutely  necessary  to  provide  timely 
interments  and  maintain  cemetery  grounds  in  an  appropriate  manner. 

Fourth,  NCS'  infrastructure  is  badly  in  need  of  maintenance.  Recent  extreme 
weather  and  natural  disasters  in  many  parts  of  the  country  has  caused  unanticipated 
damage  to  many  cemeteries  that  create  funding  requirements  beyond  the  normal 
maintenance  cycle. 

In  addition  to  a  hundred  miles  of  aging  roads  in  need  of  upkeep,  many  of  cemetery 
system  buildings  are  on  historic  registers,  which  prevent  these  structures  from  being 
razed  despite  being  in  a  rundown-and  sometimes  dangerous-condition.  While  the 
IBVSO's  support  preservation  of  historic  landmarks  whenever  possible,  such 
maintenance  and  rehabilitation  must  not  come  at  the  expense  of  keeping  burial 
grounds  in  top  condition  and  timely  service.  Congress  must  give  serious  attention  to 
funding  NCS  for  renovation  of  its  historic  buildings  or  provide  relief  from  statutory 
historic  preservation  requirements. 

Fifth,  the  growth  of  the  workload  cannot  be  allowed  to  outpace  resources.  As  a 
result  of  chronic  underfunding,  the  effect  of  flat  funding  rates  have  been  difficult  in 
terms  of  cemetery  workload  vs.  cemetery  employees.  The  authors  of  the  IB  estimate 
a  250  FTEE  shortfall  for  NCS.  We  urge  Congress  and  the  administration  to  resist  the 
urge  to  shift  equipment  funds  to  personnel  accounts  to  make  up  the  deficit.  Rather,  it 
is  incumbent  upon  Congress  and  the  administration  to  adequately  fund  both  accounts. 
This  year  we  recommend  an  additional  90  FTEE  as  an  incremental  increase  towards 
filling  personnel  requirements. 

Finally,  the  IBVSO's  recommend  accelerated  deployment  of  the  Burial  Operations 
Support  System  (BOSS).  This  system  will  allow  cemetery  directors  to  keep  up-to-date 
information  on  operations  and  automate  authorization  of  burial  benefits.  It  will  also 
help  ease  the  FTEE  shortage  at  field  sites. 

There  are  now  over  2  million  veterans  and  their  family  members  interred  in  VA's 
national  cemetery  system.  To  ensure  proper  maintenance  and  the  park-like  beauty  of 
these  national  shrines  and  timely  response  to  request  for  burial  benefits,  the  IBVSO's 
recommend  a  total  budget  of  $81  million  and  1405  FTEE.  While  this  is  an  increase 
over  last  year's  appropriation,  in  terms  of  actual  dollars,  it  is  a  small  price  to  retain 
the  highest  quality  service  to  those  veterans  receiving  the  nation's  final  symbol  of 
gratitude. 
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Recommendations 

•  Accelerate  planning  and  construction  of  new  cemeteries; 

•  Fully  fund  FTEE  requirements; 

•  Eliminate  equipment  backlog; 

•  Resolve  the  repair/demolition  dilemma  for  historic  buildings; 

Mr.  Chairman,  once  again,  AMVETS  would  like  to  thank  you  and  the  members  of 
this  committee  for  the  interest  all  of  you  take  in  veterans  programs.  We  at  this  table 
are  honored  to  represent  all  veterans,  not  just  those  on  our  membership  rolls,  and  we 
take  pride  in  the  title  veteran-a  title  acquired  not  by  accident  of  birth,  but  by 
honorable  service  in  war  and  peace.  That  completes  our  testimony. 


PREPARED  STATEMENT  OF  JOSEPH  A.  VIOLANTE,  LEGISLATIVE 
COUNSEL,  DISABLED  AMERICAN  VETERANS 

Mr.  Chairman  and  members  of  the  Committee:  On  behalf  of  the  more  than  1.4 
million  members  of  the  Disabled  American  Veterans  (DAV)  and  its  Women's  Auxiliary, 
I  wish  to  thank  you  for  this  opportunity  to  present  DAVs  views  on  the  Fiscal  Year 
(FY)  1995  budget  for  the  Department  of  Veterans  Affairs  (VA)  and  veterans'  programs 
under  the  Department  of  Labor  (DOL). 

Mr.  Chairman,  this  is  the  eighth  consecutive  year  that  American  veterans  of  World 
War  II,  Korea  and  Vietnam,  Disabled  American  Veterans,  Paralyzed  Veterans  of 
America  and  Veterans  of  Foreign  Wars  have  joined  forces  to  formulate  a  needs-based 
budget  for  VA.  As  in  prior  Independent  Budgets,  DAV  has  drafted  the  Benefits 
Programs  and  General  Operating  Expense  (GOE)  portion  of  the  Independent  Budget. 

The  Independent  Budget  Veterans'  Service  Organizations  (IBVSO)  appreciate  the 
recognition  and  praise  our  efforts  have  received  from  the  Veterans  Affairs  and 
Appropriations  Committees  in  the  past.  We  once  again  submit  the  Independent  Budget 
to  the  Congress  for  its  careful  consideration  of  our  collective  analysis  of  the  funding 
needed  to  provide  adequate  benefits  and  services  to  our  nation's  veteran  population. 
Highlights  of  the  Independent  Budget  appear  later  in  this  statement. 

Mr.  Chairman,  as  you  are  aware,  President  Clinton's  FY  1995  budget  for  VA  was 
submitted  to  Congress  on  February  7,  1994.  The  information  we  have  reviewed  thus 
far  shows  funding  levels  for  VA  will  reach  $37.8  billion  in  FY  1995,  an  increase  of  $1.3 
billion  above  the  FY  1994  budget.  While  we  take  comfort  in  knowing  that  VA  was  one 
of  only  a  handful  of  Cabinet  departments  to  receive  an  increase,  we  must  ask  ourselves 
what  this  increase  really  means — a  below  current  services  budget.  The  realities  of  this 
budget  provide  us  with  a  very  bleak  picture  of  VA's  future. 

President  Clinton's  budget  calls  for: 

•  Increasing  Veterans  Health  Administration's  (VHA)  direct  health  care  budget 
authority  $500  million  above  FY  1994  while  reducing  employment  by  nearly 
3,700; 

•  Overall  spending  on  Veterans  Benefits  Administration  (VBA)  is  increased  by  $21 
million;  however,  an  employment  reduction  of  622  employees  will  take  place  in 
FY  1995. 

•  The  budget  authority  for  Compensation,  Pension  and  Education  (CP&E)  is  $4 
million  below  current  appropriated  level  and  reduces  CP&E  level  by  342 
employees  below  FY  1994  appropriated  level; 

•  Employment  levels  in  VBA  Support  Services  will  decline  by  169; 

•  Veterans  Services  (VS)  will  lose  33  employees; 

•  The  National  Cemetery  System  (NCS)  will  have  a  budget  authority  increase  of 
$2.2  million  and  an  increase  of  25  FTE  above  the  FY  1994  authority; 

•  Vocational  Rehabilitation  and  Counseling  (VR&C)  will  lose  29  employees; 

•  The  employment  level  for  Loan  Guaranty  Services  for  FY  1995  will  remain 
unchanged; 

•  The  proposed  budget  for  VA  construction  calls  for  spending  $253  million  less  on 
construction  in  FY  1995;  and. 
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•  Medical  research  has  also  been  targeted  for  a  $41  million  decrease  below  the  FY 
1994  budget  authority  including  the  elimination  of  514  research  projects  and  the 
loss  of  830  employees. 

•  Additionally,  the  President's  proposal  includes  three  legislative  proposals  with 
budgeting  impact: 

•  Cost-of-living  (COLA)  increase  of  3.0  percent,  effective  December  1,  1994; 

•  Administrative  allowance  authority  for  BVA  Chairman  or  Vice  Chairman;  and, 

•  Use  veteran's  life  insurance  reserves  to  pay  for  the  administrative  costs  of  VA's 
insurance  programs. 

Mr.  Chairman,  a  revealing  chart,  compiled  by  the  Congressional  Research  Service 
(CRS)  and  entitled  "Federal  Outlays  for  Social  Welfare  Programs,"  displayed  federal 
outlays  in  constant  1992  dollars  for  six  major  categories  of  domestic  spending  over  the 
past  27  years.  It  is  interesting  to  note  that  while  the  VA  budget  made  up  only  15.6 
percent  of  the  total  outlay  for  social  welfare  programs  in  1965,  in  FY  1992  it  dropped 
to  4.4  percent,  the  lowest  of  all  six  programs.  In  FY  1998,  it  is  estimated  that  VA  will 
drop  a  whole  percentage  point  to  3.4  percent  of  the  total  outlays.  In  dollars,  this 
equates  to  a  budget  of  $24.5  billion  in  FY  1965,  $34.1  billion  in  FY  1992,  and  the 
estimated  figure  for  FY  1998  is  $33.6  billion.  Total  outlays  for  all  social  welfare 
programs  during  FY  1965  were  $256.7  biUion,  in  FY  1992  it  was  $772.4  billion  and,  in 
FY  1998,  it  is  estimated  that  it  will  be  $995.2  billion.  Simply  stated,  while  total 
spending  on  all  social  welfare  programs  will  increase  by  nearly  $145  billion  between 
1994  and  1998,  VA  appropriations  will  decline  by  $2.5  billion. 

To  us,  the  conclusion  revealed  by  the  chart  is  dramatic.  During  a  time  when 
expenditures  for  other  federal  programs  were  increasing  at  an  extraordinary  pace,  the 
cost  of  veterans'  benefits  was  held  to  a  virtual  straight  line. 

For  over  a  quarter  of  a  century,  while  meeting  the  needs  of  aging  veterans  from 
World  War  I,  World  War  II  and  Korea,  and  new  veterans  coming  out  of  Vietncim — our 
country's  longest  and  most  costly  war — and  the  military  campaigns  in  Lebanon, 
Grenada,  Panama  and  the  Persian  Gulf,  VA  and  all  of  its  programs  were  continually 
required  to  do  more  with  less.  Certainly  by  comparison,  federal  expenditures  for 
veterans  cannot  be  viewed  as  anything  but  a  model  of  fiscal  restraint. 

Mr.  Chairman,  in  underscoring  the  fact  that  veterans'  programs  have  not  fueled  our 
deficit  problems,  my  purpose  is  not  to  introduce  a  basis  for  claiming  "sacred-cow" 
status,  even  though  advocates  for  other  federal  beneficiaries  have  done  so  with,  in  our 
opinion,  far  less  justification.  But  I  do  wish  to  emphasize  our  view  that  VA  expendi- 
tures are  not  included  among  those  entitlements  at  the  root  of  the  deficit. 

In  the  past,  the  attrition  rate  affecting  the  disability  compensation  rolls,  for  the 
most  part,  exceeded  the  number  of  new  recipients  and  the  compensation  program  was 
able  to  absorb  the  cost-of-living  adjustment  (COLA)  authorized  without  a  rise  in  overall 
program  expenditures.  If  all  other  programs  could  make  this  same  claim,  our  deficit 
dilemma  would  be  significantly  less.  (This  trend  has  had  a  recent,  slight  reversal  due 
to  the  downsizing  of  the  military.)  Despite  this  fact,  and  notwithstanding  the  special 
claim  of  service-connected  entitlements,  the  veterans  of  this  country  do  expect,  and 
they  have  every  right  to  demand: 

That  VA  be  provided  with  adequate  resources  to  enable  it  to  fulfill  its 
mission  to  veterans,  their  families  and  survivors  in  a  timely  manner.  Unfortu- 
nately, the  current  Administration's  budget  proposal  does  not  provide  for 
sufficient  resources  to  accomplish  this  task.  In  fact,  the  current  budget  proposal 
is  below  current  services  levels. 

For  the  first  time  in  its  long  history,  Mr.  Chairman,  VA  has  a  Secretary  FOR 
Veterans'  Affairs.  Secretary  Brown,  a  combat  wounded  veteran  of  the  Vietnam  War, 
has  dedicated  his  adult  life  to  ensuring  that  all  veterans,  including  their  dependents 
and  survivors,  obtain  the  benefits  and  services  to  which  they  were  entitled.  Secretary 
Brown  knows  the  system  and  he  knows  the  needs  of  this  country's  veterans.  However, 
without  sufficient  resources.  Secretary  Brown  will  not  be  able  to  accomplish  VA's 
stated  mission —  "to  care  for  him  who  has  borne  the  battle  and  for  his  widow,  and  his 
orphans." 

I  would  like  to  recognize  the  efforts  of  Secretary  Brown  and  his  managerial  staff  for 
their  extraordinary  efforts  with  respect  to  ADP  modernization  and  the  innovations 
being  implemented  in  the  claims  adjudication  process  around  the  country.  While  I  am 
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certain  that  these  changes  will  help  to  improve  the  manner  in  which  VA  provides 
services  and  benefits  to  our  nation's  service-connected  disabled  veterans  and  their 
families,  I  am  extremely  concerned  that  the  President's  FY  1995  budget  will  continue 
to  seriously  erode  VA's  ability  to  provide  these  services  and  benefits  in  a  timely 
manner. 

Mr.  Chairman,  as  you  know,  VA's  discretionary  spending  is  frozen  at  FY  1993  levels 
for  the  next  five  years.  This  spending  freeze,  coupled  with  the  nearly  252,000 
government-wide  employee  cut  mentioned  by  the  Vice-President's  report  of  the 
National  Performance  Review,  quite  simply,  will  further  erode  VA's  ability  to  provide 
quality  benefits  and  services.  It  is  interesting  to  note  what  the  General  Accounting 
Office  (GAO)  had  to  say  with  respect  to  the  mindless  across-the-board  cuts  proposed 
in  this  report.  As  quoted  in  the  Washington  Post,  Friday,  December  3,  1993,  the  GAO 
stated,  "across-the-board  reductions  that  do  not  recognize  the  differing  capabilities  of 
agencies  to  absorb  such  cuts  could  significantly  exacerbate  existing  gaps  in  agencies' 
abilities  to  meet  their  missions." 

The  freeze  in  discretionary  spending  will  further  exacerbate  the  long  delays  in  the 
delivery  of  compensation,  pension,  vocational  rehabilitation  and  other  VA  benefits  to 
America's  veterans  and  their  families.  As  pointed  out  in  the  Independent  Budget, 
without  a  significant  increase  in  the  number  of  employees  available  to  adjudicate 
veterans'  benefits  claims,  claims  backlogs  will  increase  beyond  the  already  unaccept- 
able levels.  Veterans  who  are  now  required  to  wait  nearly  a  year  for  a  determination 
on  their  compensation  claims  will  wait  even  longer,  rendering  Congressionally 
authorized  benefits  meaningless  and  causing  even  more  hardships  for  those  who 
depend  on  VA  compensation  payments  to  provide  for  their  basic  daily  necessities. 

Currently,  VBA  has  a  535,000  case  backlog,  plus  an  additional  25,000  claims 
dealing  with  Agent  Orange.  At  current  staffing  levels,  VA  is  predicting  that  the  claims 
backlog  will  increase  to  709,000  at  the  end  of  FY  1994  and  867,000  in  FY  1995. 

Mr.  Chairman,  last  year  VA  estimated  that  it  would  take  approximately  1,050 
additional  employees  to  reduce  the  claims  backlog  to  200,000  claims.  Yet  the 
President's  budget  calls  for  a  reduction  of  622  employees  for  VBA.  In  addition,  should 
the  Congress  reject — and  it  is  possible  it  will — an  Administration  proposal  to  fund  the 
administrative  costs  (mostly  employees)  of  VA's  insurance  program  from  insurance 
reserves,  VBA  will  be  faced  with  an  additional  loss  of  546  employees,  for  a  total  of 
1,168  employees  less  for  FY  1995  than  are  currently  available  to  provide  services  to 
veterans  and  their  families.  This  would  be  more  than  2,200  employees  below  the  level 
that  VA  stated  was  necessary  to  reduce  the  backlog  to  200,000  claims. 

We  believe,  Mr.  Chairman,  that  a  crisis  situation — approaching  a  state  of 
emergency — currently  exists  in  VA's  Compensation  and  Pension  Service.  Drastic 
measures  are  necessary  if  this  nation's  veteran  population  is  to  receive  some  semblance 
of  timely  and  quality  benefit  determinations. 

Additionally,  delays  at  the  Board  of  Veterans'  Appeals  (BVA)  have  become 
unconscionable  and  intolerable.  Currently,  the  average  response  time  is  660  days. 
Based  on  the  first  quarter  figures  for  FY  1994,  it  is  predicted  that  the  response  time 
will  increase  to  just  under  1,700  days  if  no  changes  are  made  in  the  way  appeals  are 
processed.  This  would  mean  that  a  claimant  would  have  to  wait  more  than  4.5  years 
for  his/her  appeal  to  be  decided  by  BVA.  For  FY  1995,  the  wait  increases  to  six  years 
and  seven  months. 

Mr.  Chairman,  it  is  estimated  by  VA  that,  based  on  current  projections,  the  BVA 
will  decide  only  13,000  cases  in  FY  1994.  Considering  that  the  present  remand  rate  is 
almost  50  percent,  that  would  mean  that  there  will  only  be  6,500  final  determinations. 

Additionally,  BVA,  as  of  April  30,  1994,  will  not  be  conducting  any  further  hearings 
until  the  backlog  is  reduced.  "There  are  approximately  40,300  cases  physically  located 
at  BVA.  It  does  not  take  a  mathematician  or  a  Rhodes  Scholar  to  figure  out  that  with 
only  6,500  final  determinations  per  year,  the  current  backlog  will  only  continue  to  grow 
at  an  alarming  rate. 

Mr.  Chairman,  we  do  not  understand  how  anyone  can  justify  a  cut  of  33  employees 
from  VS  at  a  time  when  veterans'  demand  for  information  about  benefits  and  services 
are  increasing. 

VS's  basic  problem  has  been,  and  it  continues  to  be,  that  it  is  funded  at  a  level  that 
constricts  demand.  When  hundreds  of  thousands  of  veterans  inquiries  go  unanswered 
because  there  are  not  enough  veterans  benefits  counselors  (VBC's)  to  answer  telephone 
calls,  much  less  conduct  mandated  outreach  programs,  demand  for  VA  benefits  and 
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services  obviously  will  be  constricted.  This  budgetary  shortfall  translates  into  large 
unmet  veterans'  needs  that  VA  cannot  begin  to  address  with  current  staffing. 

For  example,  the  abandoned-call  rate  (representing  those  times  when  the  caller  gets 
through  but,  after  waiting  and  not  getting  service,  abandons  the  call)  continues  to 
increase.  Of  the  9.3  million  calls  received,  approximately  1.3  million  callers,  or  12.5 
percent,  hung  up  before  talking  to  a  counselor.  Abandoned  calls  result  from  insufficient 
telephone  circuits  or  employees  to  respond  to  veterans'  calls.  Additionally,  the  waiting 
time  has  tripled  in  the  last  two  years  from  1  minute  to  3.2  minutes  a  caller  must  wait 
before  he  or  she  can  talk  to  someone. 

Yet,  the  President's  budget  proposal  is  based,  not  on  increased  demand,  but  on  a 
decrease  in  demand  for  veterans  services.  The  workload  analysis  contained  in  the 
submission  to  Congress  shows  decreasing  demand  from  the  FY  1993  actual  figures  for 
FY  1994  and,  more  importantly,  FY  1995.  It  is  projected  in  FY  1995  that  telephone 
interviews  will  be  down  215,402  from  the  FY  1993  actual  figures.  Similar,  at-office 
interviews  are  predicted  to  decrease  more  than  38,000  from  actual  FY  1993  figures  and 
away-from-office  interviews  show  a  6,500  drop.  Quite  frankly,  we  are  puzzled  by  the 
estimated  decline  for  services. 

Mr.  Chairman,  we  view  the  President's  recommendations  as  neither  fair  nor 
equitable  or  in  the  best  interest  of  our  nation's  sick  and  disabled  veterans  and  their 
families. 

Medical  Care 

Mr.  Chairman,  for  FY  1995  the  President  has  requested  a  budget  of  $16,122  billion 
to  fund  the  VHA  provision  of  direct  health  care  services  to  our  nation's  veterans. 

As  we  have  stated  earlier,  Mr.  Chairman,  we  do  recognize  the  constraints  included 
in  discretionary  spending  and  also  recognize  current  budgetary  pressures,  and 
appreciate  Secretary  Brown's  commitment  to  and  struggle  for  adequate  funding. 

However,  what  is  immediately  apparent  in  this  budget  proposal  is  the  immense 
inadequacy  of  funding  to  permit  VA  to  provide  quality  and  timely  health  care  to 
veterans. 

Mr.  Chairman,  the  President's  request  represents  a  $500  million  increase  over  the 
FY  1994  enacted  level.  In  fact,  the  proposed  increase  for  rising  payroll  costs  for 
existing  employees  ($265  million)  and  the  cost  for  inflationary  factors  ($288.7  million) 
in  and  of  themselves  amounts  to  $553.7  million.  Immediately,  VA  has  spent  $53.7 
million  more  than  their  professed  budget  increase. 

This  does  not  bode  well  for  VA  or,  more  importantly,  disabled  veterans  seeking  VA 
medical  services. 

Mr.  Chairman,  we  recognize  and  applaud  Secretary  Brown  for  proposing  innovative 
management  improvements  which  assume  significant  savings  and  efficiencies.  These 
include: 

•  Move  from  the  current  regional  management  structure  to  a  more  locality  based 
Veterans  Service  Area  (VSA)  concept; 

•  Closer  collaboration  with  community  health  care  providers; 

•  Consolidate  certain  administrative  support  functions; 

•  Reassessment  of  health  care  facility  missions; 

•  Expand  the  use  and  concept  of  electronic  commerce; 

•  Phase  out  VA  supply  depots  while  moving  to  a  procurement  process  of  direct 
vendors. 

It  is  clear  VA  is  again  being  expected  to  do  more  with  less.  It  appears  to  us,  Mr. 
Chairman,  this  budget  proposal  sets  a  tone  of  creating  poor  public  policy. 

Clearly,  this  represents  an  inadequate  budget  in  the  face  of  VA  preparing  to 
embark  down  the  road  toward  reforming  their  health  care  delivery  system  in  context 
with  the  President's  overall  health  care  reform  proposal  for  the  nation. 

Mr.  Chairman,  although  DAV  has  not  and  will  not  take  a  position  on,  nor  endorse 
the  President's  overall  health  care  proposal,  we  are  generally  in  agreement  with  and 
supportive  of  the  role  identified  for  VA  in  the  context  of  national  health  care  reform. 

Having  so  stated,  however,  we  are  not  confident  that  VA  will  be  able  to  proceed 
down  the  path  of  meaningful  and  sustainable  reform  unless  and  until  an  adequate 
budget  is  enacted  that  will  permit  them  to  do  so. 
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A  reduction  of  some  3,700  FTE  in  Fiscal  Year  1995,  as  proposed  by  the  Vice- 
President's  report  of  the  National  Performance  Review,  seems  to  fly  in  the  face  of 
saying  VA  may  operate  in  an  independent,  competitive  health  care  delivery  system.  VA 
will  be  faced  with  a  multitude  of  new  challenges — some  contemplated,  some  not — in 
an  era  of  reform.  The  overall  tasks  of  functioning  in  a  labor  intensive  business  with  an 
arbitrary  reduction  of  FTE  seems  to  do  no  less  than  set  the  stage  for  failure. 

Mr.  Chairman,  it  is  our  belief  that  VA  has  every  attribute  necessary  to  successfully 
compete  in  the  coming  era  of  health  care  reform.  The  task  will  not  be  an  easy  one. 
Operational  as  well  as  cultural  changes  need  to  occur,  and  need  to  occur  swiftly.  We 
believe,  however,  that  the  potential  does  exist  to  permit  these  changes  to  occur,  if  VA 
is  provided  adequate  resources  and  relief  from  many  existing  constraints. 

While  our  colleagues  and  partners  in  the  Independent  Budget  will  present  the 
specific  details  in  funding  requests  felt  necessary  for  the  VA  health  care  delivery 
system,  we  urge,  in  the  strongest  possible  terms,  this  Committee  to  report  an  adequate 
budget  request  for  the  VA  health  care  delivery  system. 

Medical  and  Prosthetic  Research 

Mr.  Chairman,  the  primary  purpose  of  the  VA  research  program  is  to  support  the 
clinical  mission  of  VHA  and  is  reflected  in  its  research  mission  statement: 

"To  develop  and  conduct  research  representing  a  continuum  of  programs  (medical 
research,  health  services  research,  and  prosthetics  and  rehabilitation  research  and 
development)  that  integrates  clinical  needs  and  research  inquiry  to  enhance  the  quality 
of  health  care  delivery  to  veterans." 

The  FY  1995  proposal  of  $211  million — a  dramatic  decrease  of  $41  million  from  the 
FY  1994  enacted  level — is  woefully  inadequate  to  meet  its  stated  mission. 

The  research  program,  in  addition  to  being  a  proven  recruiting  incentive  for  quality 
health  care  professionals,  and  an  integral  part  of  quality  care,  conducts  research  of 
particular  importance  and  relevance  to  veterans.  For  example,  virtually  nowhere  else 
does  a  vigorous  program  of  prosthetic  and  rehabilitation  research  exist.  Were  it  not  for 
VA,  the  many  innovations  that  improve  the  quality  of  life  for  disabled  veterans,  and 
Americans  in  general,  simply  would  not  exist.  Clearly,  VA  should  be  proud  of  its  many 
accomplishments. 

Mr.  Chairman,  this  request  would  reduce  employment  levels  by  830  and  reduce  the 
total  number  of  projects  by  514. 

We  ask  the  Committee's  careful  consideration  of  the  IB's  research  request  and  urge 
adequate  funding  for  VA's  research  programs. 

Construction 

The  IB  recommends  a  $932,000,000  construction  appropriation  request  which 
consists  of: 

$294,000,000  major  construction; 

$412,000,000  minor  construction; 

$20,000,000  parking  garage  revolving  fund; 

$200,000,000  for  grants  for  construction  of  state  extended  care  facilities;  and 

$6,000,000  for  grants  for  construction  of  state  veterans'  cemeteries. 

As  is  so  clearly  evident,  Mr.  Chairman,  the  IB  request  is  radically  different  from 
VA's  total  request  of  $296.4  million  broken  down  as: 
$115.5  million  major  construction; 

$153.5  million  minor  construction; 

$1.4  million  parking  garage  revolving  fund; 

$37.4  million  for  grants  to  state  facilities;  and  '    ' 

5.4  million  grants  to  state  cemeteries. 

Mr.  Chairman,  at  this  point  we  would  voice  our  concern  regarding  the  critical  need 
for  VA  to  move  forward  with  adequate  funding  for  meaningful  construction  projects 
that  address  serious  infrastructure  issues.  As  VA  proceeds  down  the  path  of  health 
care  reform,  foremost  in  the  minds  of  some  will  be  the  adequacy  of  and  attractiveness 
of  VA's  facilities  to  potential  veteran  enroUees. 
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Recognizing  that  deficiencies  exist,  and  have  existed  for  a  long  period  of  time,  we 
urge  adequate  funding  be  assured  VA  in  order  that  they  may  address  the  most 
compeUing  infrastructure  issues  that  will  enable  them  to  prepare  for  an  era  of  health 
care  reform. 

Department  of  Labor  Veterans'  Employment  and  Training  Service  (VETS) 

Mr.  Chairman,  as  we  know,  Title  38  USC  Section  4103A  mandates  that  DOL  make 
available  sufficient  monies  to  support  a  minimum  number  of  Disabled  Veterans 
Outreach  Program  specialists  (DVOP)  on  a  formula  basis.  The  current  formula  requires 
DOL  to  provide  sufficient  funding  to  staff  at  least  1,968  such  positions.  The  FY  1995 
budget  request  only  provides  enough  money  for  1,701  positions — 267  below  the 
mandated  level. 

Section  4104  Title  38  USC  mandates  DOL  to  provide  sufficient  monies  to  appoint 
1,600  full-time  Local  Veterans  Employment  Representatives  (LVER).  The  1995  budget 
request  falls  short  of  that  by  134  positions. 

Mr.  Chairman,  the  law  is  very  explicit  in  its  language  and  provides  no  discretionary 
authority  to  deviate.  Section  4103A  states,  in  part,  "The  amount  of  funds  ...  shall  be 
sufficient.  (Emphasis  added.) 

Section  4104  likewise  uses  the  same  "shall  be  sufficient"  language.  Webster's  New 
World  Dictionary  defines  "shall"  in  this  context  as  "compulsion,  obligation,  or 
necessity." 

Mr.  Chairman,  if  the  Administration  wishes  to  request  funds  less  than  an  amount 
needed  to  fill  statutorily  mandated  positions,  it  should  seek  legislative  change  through 
the  legislative  process,  not  through  the  budgetary  process.  We  believe  that  this  is  a 
direct  affront  to  the  authorizing  committees — in  this  case,  the  House  and  Senate 
Veterans  Affairs  Committees. 

Mr.  Chairman,  not  only  does  the  1995  budget  request  fall  significantly  short  of  the 
statutory  mandate,  it  reverts  back  to  levels  approximating  or  less  than  the  1992  levels. 

At  a  time  when  we  are  downsizing  our  military  forces  and  the  need  for  employment 
services  for  veterans  is  ever  increasing  and  the  fact  that  this  Administration  has 
placed  the  issue  of  homeless  veterans  as  a  high  priority,  we  believe  that  it  is 
incongruous  that  the  Administration  would  have  the  temerity  to  submit  a  budget 
request  that  falls  so  far  below  the  mandated  level.  Mr.  Chairman,  such  a  budget 
request  impacts  directly  on  the  service  delivery  system  affecting  the  individuals' 
lives — not  just  the  administration  of  such  a  system. 

We  hope  that  you  will  work  closely  with  the  Appropriations  Committees  to  assure 
a  restoration  of  the  mandated  levels. 

Highlights  of  the  Independent  Budget  Recommendations 

During  the  past  several  years,  we  have  seen  a  dramatic  increase  in  the  time  it 
takes  to  adjudicate  virtually  all  categories  of  veterans'  claims.  While  we  acknowledge 
that  the  increased  delay  in  processing  veterans'  claims  results,  in  part,  from  decisions 
of  the  United  States  Court  of  Veterans  Appeals  and  from  the  downsizing  of  our 
military,  we  do  believe,  however,  VA  reacted  slowly  to  the  increased  demands  the 
Court  placed  upon  it,  and,  at  times,  has  had  a  knee  jerk  reaction  to  some  court 
decisions. 

The  cornerstone  of  the  Independent  Budget  funding  recommendations  is  an 
entitlement's  inseparability  from  its  timely  delivery.  This  principle  should  also  be  the 
basis  for  VA  management's  budgetary  planning.  Now  is  the  time  to  link  veterans' 
entitlements  and  their  timely  and  accurate  delivery.  With  proper  equipment  and 
sufficient  numbers  of  trained  employees,  VA  management  has  the  talent  and 
dedication  to  meet  reasonable  timeliness  and  accuracy  standards  cost  effectively. 

Our  budget  analysis,  contained  in  the  Independent  Budget,  performs  two  main 
functions: 

(1)  it  assesses  the  level  of  service  provided  to  veterans;  and, 

(2)  it  recommends  authorizing  and  appropriations  legislation  to  restore  adequate 
benefits  and  services  delivery  to  veterans. 

Our  discussion  will  focus  mainly  on  the  latter. 

General  Operating  Expenses 

Veterans  Benefits  Administration  (VBA) 

•     Congress  should  authorize  funding  of  VBA's  personnel  costs  for  VS;  CP&E;  and 
VR  through  transfers  from  mandatory  spending  entitlement  accounts. 
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•  VBA's  budget  should  have  a  line  item  for  training.  For  FY  1995,  Congress 
should  appropriate  $8  million  to  fund  VBA  wide  training. 

•  As  VBA's  workforce  becomes  more  skilled  and  productive,  management  should 
re-examine  and  revise  position  descriptions,  with  a  view  toward  increasing  their 
grade  levels. 

Information  Resources  Management  (IRM) 

•  We  urge  Congress  to  ensure  that  VBA  moves  forward  with  a  realistic, 
comprehensive  plan  to  provide  much  needed  ADP  improvements  for  VBA; 

•  We  urge  VA  to  give  VBA  both  the  authority  and  responsibility  for  all  ADP 
systems  activities  that  relate  to  program  delivery,  including  equipment 
acquisition. 

•  The  IB  VSO's  recommend  an  employee  level  of  2,440,  so  that  VS  may  begin  to 
satisfy  reasonable  service  levels. 

•  We  also  recommend  that  VS  update  its  telephone  equipment  to  take  full 
advantage  of  automated  systems  such  as  VAATS. 

Vocational  Rehabilitation  and  Counseling  (VR&C) 

•  Add  600  employees  to  VR&C  because,  from  a  purely  economic  standpoint,  it  is 
sound  pubUc  policy  and  cost-effective  to  return  disabled  veterans  to  meaningful 
employment  as  soon  as  practicable  following  an  injury  or  onset  of  a  disease. 

•  Increase  the  cap  on  contract  counseling  funds. 

•  Provide  sufficient  funding  for  vocational  rehabilitation  revolving  fund  loans. 

•  Authorize  non-pay  training/work  experience  in  the  private  sector. 

Insurance  and  Indemnities 

•  It  is  estimated  that  an  employee  level  of  455  will  be  required  during  FY  1995 
to  support  VA's  insurance  activities. 

Compensation,  Pension  and  Education  (CP&E) 

•  Without  the  necessary  equipment,  training,  and  employees  to  adjudicate 
veterans'  claims,  little  progress  can  be  made  to  reduce  the  overwhelming  backlog 
of  claims;  therefore,  we  recommend  an  increase  in  CP&E  employment  level  to 
4,700. 

Loan  Guaranty 

•  Rarely  do  the  goals  of  deficit  reduction,  program  integrity  and  efficiency,  and 
good  service  to  veterans  coincide  so  exactly,  as  they  do  in  improving  loan 
servicing.  Accordingly,  an  additional  50  employees  specifically  for  loan  servicing 
activities  makes  fiscal  sense. 

•  Increase  the  loan  guaranty  employee  level  to  2,180. 

Support  Services 

•  VBA  Support  Services  needs  3,214  employees. 

General  Administration 

Board  of  Veterans'  Appeals  (BVA) 

•  Based  on  current  staffing  levels,  it  is  projected  that  BVA's  response  time  would 
be  more  than  6.5  years  at  the  end  of  FY  1995 — which  is  totally  unacceptable; 
therefore,  BVA  should  be  provided  with  adequate  resources  to  accomplish  its 
goals  of  providing  quality,  timely  appellate  decisions. 

•  An  appropriation  of  $200,000  should  support  BVA's  FY  1995  training  activities. 

•  Congress  should  increase  board  members'  salaries  so  that  they  have  pay  equity 
with  administrative  law  judges. 

General  Counsel 

•  Increase  employee  level  to  720  for  FY  1995. 

Office  of  the  Inspector  General 

•  For  FY  1995,  employee  level  should  be  increased  to  530. 
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Mr.  Chairman,  when  viewing  the  President's  Fiscal  Year  1995  VA  Budget  side-by- 
side  with  the  assessments  of  the  Independent  Budget,  it  is  readily  apparent  that  the 
President's  budget  for  VA  is  woefully  inadequate.  Should  President  Clinton's  budget 
be  adopted,  veterans  can  expect  a  continuing  decline  in  VA's  ability  to  deliver  quality 
health  care  to  our  nation's  sick  and  disabled  veterans  in  a  timely  fashion.  Likewise, 
veterans  and  their  families  will  have  to  endure  even  longer  delays  on  their  claims  for 
compensation  payments — placing  service-connected  disabled  veterans  and  their 
families  at  an  even  greater  risk  of  becoming  but  another  homeless  statistic. 

Mr.  Chairman,  enough  is  enough.  These  annual  cuts  in  veterans'  benefits  and 
services  must  stop.  The  debt  owed  to  veterans  and  their  families  for  their  sacrifices 
made  in  defense  of  the  freedoms  we  all  enjoy  has  come  due. 

We  urge  you,  Mr.  Chairman  and  the  members  of  the  Committee,  like  your 
counterparts  in  the  House  have  already  done,  to  reject  President  Clinton's  Fiscal  Year 
1995  VA  Budget.  It  is  time  that  our  nation  honor  its  moral  obligation  to  these 
defenders  of  democracy. 

Mr.  Chairman,  this  concludes  my  statement.  I  would  be  pleased  to  answer  any 
questions  you  may  have. 


PREPARED  STATEMENT  OF  RUSSELL  W.  MANK,  NATIONAL  LEGISLATIVE 
DIRECTOR,  PARALYZED  VETERANS  OF  AMERICA 

Mr.  Chairman  and  Members  of  the  Committee,  Paralyzed  Veterans  of  America 
(PVA)  appreciates  this  opportunity  to  express  our  views  concerning  the  impact  of  the 
1995  budget  of  the  Department  of  Veterans  Affairs  including  VA's  recommendations 
for  major  construction  projects  and  Veterans'  programs  under  the  Department  of 
Labor. 

Mr.  Chairman,  each  year  PVA  presents  its  testimony  to  this  Committee  urging  it 
to  increase  the  funds  provided  to  the  Department  of  Veterans  Affairs.  This  year  is  no 
different. 

We  have  made  strong  appeals  in  the  past  to  patriotism,  to  fairness  and  to  the 
common-sense  of  maintaining  a  medical  system  dedicated  to  veterans.  Today,  we  voice 
a  more  plaintive  truth.  Without  your  intervention,  veterans  are  fearful  they  may  lose 
their  health  care  system. 

PVA  believes  we  have  the  makings  for  a  crisis  with  the  Administration's  FY  1995 
budget  request  for  VA  medical  programs,  but  that's  not  the  worst  of  it.  VA  staffing 
levels  are  proposed  to  be  cut  drastically,  but  that's  still  not  all.  VA  is  now  being  forced 
to  compete  with  its  hands  tied  behind  its  back  in  many  states  which,  as  I  am  speaking, 
are  implementing  major  health  care  reform  initiatives.  Many  of  these  states  offer 
eligible  VA  beneficiaries  a  richer  benefits  package  than  VA  is  able  to  make  available 
to  them  under  current  eligibility  rules.  But  the  action  in  the  states  is  still  not  the  end 
of  it  because  if  the  combined  impact  of  all  of  these  factors  doesn't  kill  the  VA  system, 
comprehensive  national  health  care  reform  under  these  conditions  will. 

Funding  is  not  the  only  requirement  to  solving  the  VA  medical  system's  problems, 
but  it  is  certainly  a  precursor  to  successful  system  reform.  The  Administration  has 
requested  a  $16.1  billion  appropriation  from  Congress  for  the  VA  medical  care  system. 
This  request  is  $2.3  billion  less  than  the  Independent  Budget'?,  recommendation  for 
current  services  and  $3.6  billion  less  than  its  full  recommendation,  including  critical 
initiatives,  for  the  Medical  Care  account.  The  Administration's  request  amounts  to  a 
de  facto  cut  in  real  dollars  from  the  FY  1994  funding  level. 

The  Administration's  Fiscal  Year  1995  appropriation  request  for  the  Veterans 
Benefits  Administration  (VBA)  was  $629.5  million.  Obligations  requested  were  $811.6 
million.  While  this  was  an  increase  of  $21.7  million  over  the  fiscal  year  1994 
appropriation,  it  was  $379.7  million  less  than  the  Independent  Budget  co-authors 
recommended  for  current  services.  VBA's  average  employment  recommendation 
accompanying  the  request  for  FY  1995  was  13,203,  a  decrease  of  622  FTEE  from  1994. 
The  Independent  Budget  recommended  15,754  FTEE  for  VBA  in  FY  1995  which 
highlights  an  even  greater  discrepancy  between  need  and  actual  resources  available. 
The  adjudication  process  is  slow  today;  with  a  reduction  in  employees,  one  would  have 
to  ask,  "How  much  slower  will  it  be  tomorrow?". 

Let  me  point  out  some  of  the  many  reasons  these  levels  of  funding  for  VA  program 
are  inadequate.  The  VA  research  program  staff  has  been  demoralized  over  their 
ongoing  dogfights  for  funding  in  recent  years.  VA  research  is  subject  to  a  $41  million 
cut  from  the  FY  1994  level  in  FY  1995  resulting  in  a  $211  million  appropriation  if  the 
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Administration's  request  is  enacted.  This  level  of  funding  will  be  devastating  to  the 
survival  of  a  VA  research  program.  Few  new  projects  were  undertaken  last  year  with 
a  far  greater  funding  level.  VA  is  not  likely  to  be  able  to  fund  any  new  projects  in  FY 
1995  if  Congress  appropriates  the  requested  amount.  The  result  will  be  direct-care 
providers  and  extra-mural  funding  for  veterans'  research  lost  to  the  system  as 
clinician-investigators  depart  for  better  research  opportunities. 

VA  has  demonstrated  its  inability  to  support  its  medical  services  workload  base 
even  in  the  years  of  the  billion-dollar  increases.  The  Independent  Budget  uses  FY  1988 
as  a  baseline  for  its  workloads  and  programs.  Since  that  time,  workloads  in  virtually 
every  health  care  setting — even  fee-based  outpatient  care  and  contract  nursing  home 
care — have  decreased.  Without  having  the  alternative  for  ambulatory  care  that  private 
sector  providers  offer  their  patients,  VA's  inpatient  workload  indices  are  dropping 
precipitously.  This  at  time  when  the  aging  of  the  veteran  population  would  dictate  a 
workload  increase.  Growth  in  outpatient  care  workloads  does  not  indicate  that,  like  in 
the  private-sector,  ambulatory  care  is  serving  as  a  "substitute"  for  inpatient  hospital 
care.  Rather,  access  to  outpatient  care  is  still  so  fettered  by  eligibility  criteria  for  most 
veterans,  that  there  would  be  no  way  for  this  substitution  to  occur.  The  only  conclusion 
that  the  IBVSO's  can  draw  is  that  VA  is  basing  its  medical  decisions  on  funding 
availability,  in  effect,  rationing  care.  Underfunding  impacts  other  aspects  of  quality 
health  care  delivery.  Equipment  and  repair  backlogs  have  not  been  diminished.  Both 
still  approximate  the  billion  dollar  mark  we  have  addressed  in  many  past  Independent 
Budgets.  VA  has  not  been  able  to  meet  its  own  workload  targets  for  critical  program 
enhancements,  not  to  mention  the  Independent  Budget's  optimal  goals. 

Staffing  cuts  poised  to  be  levied  on  VA  and  other  domestic  discretionary  programs 
also  pose  a  threat  to  VA's  continued  viability.  The  National  Performance  Review 
recommends  that  VA  cut  approximately  25,000  positions  over  the  next  few  years.  VA 
staff  to  patient  ratios  are  already  low  in  comparison  to  private-sector  providers  and 
most  of  the  cuts  the  Administration  proposes  will  come  from  positions  devoted  to  direct 
patient  care.  As  monitors  of  VA  medical  care,  the  veterans  service  organizations  worry 
that  quality  will  suffer. 

Reductions  in  staff  and  funding  will  also  prohibit  VA  from  developing  services  it 
needs  to  be  competitive  under  a  comprehensive  health  care  reform  plan.  Although 
some  might  say  it  is  premature  to  predict  the  impact  of  health  care  reform  should  it 
be  enacted,  the  IBVSO's  take  the  position  that  it  is  better  for  VA  to  plan  proactively 
for  the  changes  that  must  be  made  than  to  be  blind-sided. 

Reform  is  not  remote — it  is  occurring  at  the  state  level  today.  VA  medical  centers 
that  have  not  yet  been  affected  by  state  or  national  reforms  should  heed  the 
experiences  of  VA's  in  states  with  active  reform  agendas.  VA  must  be  liberated  from 
restrictive  legislation  so  it  can  compete  as  necessary.  Of  greatest  concern  to  the 
Independent  Budget  co-authors  is  VA's  restrictive  eligibility  criteria.  VA's  eligibility 
criteria  are  its  greatest  obstacle  to  delivering  cost-effective  and  appropriate  care.  The 
Administration  claims  this  problem  will  be  settled  once  VA  is  able  to  deliver  a 
standard  benefits  package  to  its  enroUees  like  other  providers.  In  states  where  reform 
is  emerging,  enactment  of  comprehensive  national  reform  will  come  too  late.  The 
Independent  Budget  outlines  a  grant  program  for  VA  hospitals  in  states  where  reform 
is  underway  which  offers  limited  funding  and  authorizes  exemption  from  restrictive 
eligibility  which  we  believe  would  ameliorate  the  immediate  problems  faced  by  the  VA 
hospitals  in  these  states. 

In  tomorrow's  more  competitive  medical  care  market,  VA  must  have  a  more 
accessible  ambulatory  care  system  in  place.  VA  cannot  begin  to  develop  this  capacity 
with  less  money  and  staff  Even  the  proposed  investment  fund  in  the  President's 
reform  proposal  will  not  be  enough  if  VA  must  replace  these  dollars  for  those  it  loses 
in  appropriations.  Unfortunately,  Congress  continues  to  overlook  the  connection 
between  strategic  investments  and  long-term  savings  opting  instead  for  quick  fixes  for 
the  VA  system  which  too  often  result  in  unfunded  initiatives  VA  must  absorb.  It  will 
cost  money  to  balance  the  system,  now  overly  reliant  on  inpatient  health  care.  It  will 
cost  money  to  bolster  the  aging  buildings  and  create  accessible  venues  of  care  in  the 
community.  It  will  ultimately  save  VA  money  to  be  able  to  deliver  care  to  its  veterans 
in  the  most  cost-effective  setting.  But  Congress  and  the  Administration  must  be  willing 
to  make  the  initial  investment  to  get  this  result. 

Mr.  Chairman,  we  realize  "things  are  tough  all  over"  and  we  want  to  be  construc- 
tive whenever  possible.  The  VSO's  have  been  criticized  in  the  past  for  always  having 
their  hand  out.  Although  staff  and  funding  are  critical  system  needs,  there  are  ways 
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medical  centers  can  achieve  desired  change  by  redirecting  resources  or  better 
managing  services  which  involve  minimal  investment.  We  outline  a  "realistic 
marketing  plan"  for  VA  based  on  innovation  occurring  in  the  hands  of  resourceful  VA 
managers  right  now.  Sadly,  these  success  stories  are  not  well  disseminated  throughout 
the  VA  system.  We  hope  that  we  can  be  instrumental  in  sharing  some  worthwhile  case 
studies  with  VA  managers  through  the  dissemination  of  the  Independent  Budget.  Some 
effective  changes  can  occur  in  VA  facilities  in  today's  legislative  and  fiscal  environ- 
ment. We  realize  better  management  must  accompany  funding  initiatives  and 
increased  staff  levels. 

Regardless  of  the  outcome  of  the  legislative  efforts  of  the  Clinton  Administration 
and  the  103rd  Congress  on  health  care  reform,  VA's  future  depends  on  being  able  to 
deliver  medically  necessary  services  to  veterans  in  convenient  settings.  The 
Independent  Budget  co-authors  again  ask  Congress  to  amend  eligibility  criteria  which 
are  trapping  VA  in  an  anachronistic  practice  style  which  is  overly  reliant  on  inpatient 
care.  Private-sector  providers  have  demonstrated  that  patients  can  be  served  more 
cost-effectively  by  using  appropriate  venues  of  care.  Veterans  also  need  accessible  care. 
Without  adequate  access  to  primary  and  preventive  care  and  beneficiary  travel  funds, 
any  veteran  with  cost-competitive  local  health  care  available  is  most  likely  to  choose 
that  care.  VA  needs  to  be  enhancing  ambulatory  care  clinics  now  to  prevent  veterans 
from  leaving  the  system  in  droves  should  these  cost-competitive  options  come  available. 
We  are  relieved  to  hear  that  VA  apparently  sees  things  our  way.  We  are  very 
heartened  by  the  fact  that  VA  is  now  drafting  legislation  which  may  give  VA  medical 
centers  in  up  to  five  states  a  fighting  chance  to  compete.  From  what  we  understand, 
their  proposal  will  closely  resemble  our  own  proposal  for  grants  to  VA  hospitals  in 
states  where  reform  is  implemented. 

Finally,  Mr.  Chairman,  the  veterans  service  organizations  have  been  asked  to 
support,  in  concept,  the  President's  health  care  reform  proposal.  We  have  done  so  with 
the  promise  that  the  VA  health  care  system  would  remain  a  viable,  quality, 
independent,  health  resource.  If  the  conditions  are  right,  the  President's  proposal  could 
offer  VA  a  chance  to  come  out  ahead  in  health  care  reform.  But  this  can  only  happen 
if  the  system  is  given  the  tools,  the  staff,  the  funding  and  the  motivation  to  accomplish 
that  goal.  The  Administration's  ¥Y  1995  budget  request  is  a  blueprint  for  disaster.  If 
approved  intact,  it  will  send  VA,  already  bankrupted  by  a  decade  of  underfunding,  out 
to  compete  in  a  reformed  national  health  care  environment  with  both  hands  tied 
behind  its  back.  The  President's  health  care  reform  bill  promises  $3.3  billion  for  VA 
at  some  point  down  the  road  to  help  the  system  prepare  itself  to  be  more  competitive. 
But  promises  of  future  support  provide  little  comfort  to  a  system  facing  an  unprece- 
dented fiscal  crisis  right  now. 

Veterans'  organizations  have  also  been  asked  to  help  in  recruiting  and  retaining  a 
strong  veteran  patient  base  under  the  reformed  health  care  plan.  We  plan  on  helping 
promote  the  "new"  VA,  but  VA  has  to  show  that  it  is  willing  to  rededicate  itself  to,  in 
its  own  words,  "putting  veterans  first."  VA  must  learn  to  be  the  provider  of  choice  and 
not  the  provider  of  last  resort. 

Veterans  will  not  be  blind  to  inadequacies  in  their  system.  Health  care  reform  will 
create  other  health  care  options  for  veterans.  For  the  first  time,  many  veterans  will  be 
able  to  "vote  with  their  feet"  for  the  health  care  they  need.  For  VA  to  come  out  a 
winner,  or  even  a  survivor,  of  health  care  reform,  it  must  be  an  acceptable,  practical 
choice  for  the  veteran  patient.  The  tangle  of  rules  that  have  grown  around  a  federal 
health  care  provider  must  be  loosened  for  VA  to  compete  more  effectively  in  a  private 
sector  environment.  And,  VA  must  have  the  resources,  the  facilities  and  the  image  to 
become  a  viable  provider  for  the  veteran  population. 

The  Administration's  FY  1995  budget  request  for  Major  Construction  is  $115.5 
million.  The  Independent  Budget  for  Fiscal  Year  1995  recommends  $294  million  for 
major  construction.  The  Administration  recommended  $153  million  for  fiscal  year  1995 
Minor  Construction  programs.  The  IBVSO  co-authors  recommend  $412  million  for  this 
account. 

The  impact  of  health  care  reform  should  require  VA  to  reassess  its  construction  and 
renovation  priorities.  At  the  same  time,  there  is  no  reason  for  VA  construction  to  come 
to  a  complete  standstill  while  that  is  being  done.  There  is  no  doubt  that  the  age  and 
range  of  deterioration  of  existing  VA  facilities  will  require  VA  to  determine  a  specified 
schedule  for  replacement  and  renovation  of  certain  facilities.  These  needs  should  not 
be  overlooked  based  on  a  realistic  assessment  of  the  workload  facing  each  VA  facility 
once  health  care  reform  has  been  implemented.  At  the  same  time,  these  priorities  must 
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be  constantly  reassessed  to  correspond  with  VA's  new  mission  in  outpatient  services, 
expanded  eligibility  for  core  group  veterans,  and  its  new  relationship  with  other  federal 
and  private  sector  providers  in  the  community. 

Health  care  reform  will  require  VA  to  shift  more  rapidly  from  inpatient  modes  of 
care  to  outpatient  settings.  VA  should  be  exploring  all  means  of  expanding  access  to 
primary  and  preventive  care  and  utilizing  construction  resources  to  renovate  existing 
excess  acute  care  capability  for  extended  and  long-term  care  beds.  To  be  competitive 
with  other  health  care  providers,  individual  VA  medical  facilities  will  have  to  extend 
services  into  communities  to  provide  ready  access  to  veteran  patient  enrollees. 
Extending  the  reach  of  VA  into  communities  does  not  necessarily  require  new 
construction.  VA  should  explore  all  alternatives: 

Using  Vet  Centers  to  operate  "storefront  clinics"  (The  Independent  Budget 
recommends  50  of  these.) 

Leasing  space  in  the  community 

Expanding  sharing  agreements 

Contracting  with  pre-existing  primary  care  providers  such  as  local  private  health 
maintenance  organizations  or  generalists  providing  care  in  the  academic  affiliates. 

VA  must  also  examine  means  of  expanding  its  long-term  care  capacity.  In  addition 
to  new  construction  and  bed  conversions,  these  options  include: 

•  Expanding  community-based  and  home-care  programs  to  include  personal 
assistive  services  to  avoid  unnecessary,  expensive  institutionalization. 

•  Leasing  nursing  home  space  VA  will  operate. 

•  Expanding  grants  for  the  construction  of  state  extended  care  facilities. 

•  Upgrading  construction  management  projects  by  streamlining  staff  functions. 
One  way  of  using  staff  more  effectively  is  by  returning  Resource  Management 
from  the  budget  office  to  Construction  Management  under  VHA.  VA  should 
continue  its  efforts  to  create  a  seamless  construction  timeline  from  design  to 
move  in. 

Mr.  Chairman,  VA  will  have  to  "re-invent"  its  construction  program  along  with 
many  other  program  changes  it  will  have  to  make  to  adapt  and  compete  in  a  reformed 
national  health  care  environment.  At  the  same  time,  PVA  is  deeply  concerned  that  the 
system,  in  an  effort  to  streamline  the  provision  of  services  and  cut  costs,  may  lose  sight 
of  its  original  mission  and  purpose — caring  for  disabled  veterans.  VA  should  not  ignore 
the  provision  of  specialized  services,  such  as  care  for  veterans  with  spinal  cord  injuries 
or  dysfunction,  blinded  veterans  or  veterans  needing  specialized  services  in  specialized 
settings.  Likewise,  VA's  construction  agenda  should  recognize  these  specialized  needs 
and  specialized  missions  as  well  in  the  modernization  and  replacement  of  facilities.  For 
these  reasons,  PVA  continues  to  support  the  construction  of  the  replacement  SCI  beds 
at  the  Tampa,  Florida  VA  Medical  Center. 

Earlier  I  pointed  out  the  funding  shortfall  between  the  Administration's  funding  of 
VBA  and  the  recommendations  of  the  Independent  Budget.  PVA,  however,  does  not 
believe  that  funding  and  staffing  are  the  only  crises  in  VBA.  I  would  like  to  raise  two 
points  and  ask  the  Committee  to  consider  them  very,  very  carefully.  Because,  unless 
attention  is  paid  to  these  two  concerns,  very  soon  the  system  you  have  carefully 
constructed  to  ensure  veterans  are  treated  compassionately  and  fairly  in  their  claims 
for  benefits  will  be  destroyed  and  the  principal  of  judicial  review  will  be  reduced  to  a 
weak  and  hollow  symbol. 

First,  the  Department  of  Veterans  Affairs  (VA)  has  always  been  considered 
nonadversarial  in  nature.  It  was  not  the  intention  of  this  Congress  to  change  the 
system  to  an  adversarial  process  with  the  advent  of  judicial  review.  When  the  Veterans 
Judicial  Review  Act  was  passed  it  was  not  meant  to  change  the  nonadversarial  system 
of  adjudication  at  the  Regional  Office  and  the  Board  of  Veterans'  Appeals.  As  proof  of 
that  intent,  for  example.  Congress  required  that  if  any  doubt  exists  in  the  resolution 
of  an  issue  relevant  to  a  claim  for  benefits,  the  veteran  must  be  given  the  benefit  of  the 
doubt  by  VA  in  resolving  that  issue. 

The  manner  in  which  VA  has  seen  fit  to  treat  the  changes  wrought  by  your 
enactment  of  the  Veterans  Judicial  Review  Act  is  creating  an  adversarial  relationship 
between  the  veteran  and  VA  the  likes  of  which  has  not  been  seen  before.  The  creation 
of  the  adversarial  process  has  led  to  barriers  where  no  barriers  stood  before.  What 
were  at  one  time  referred  to  as  "requests"  are  now  "motions."  Suddenly,  with  the  onset 
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of  Judicial  Review,  the  Board  of  Veterans'  Appeals  has  need  for  a  "Bailiff  instead  of 
a  secretary  or  other  less  judicial  sounding  name. 

The  Court  of  Veterans  Appeals  opinions  reflect  VA's  move  to  a  more  adversarial 
system.  Of  great  concern,  are  the  Court  of  Veterans  Appeals  decisions  we  see  being 
issued  on  a  daily  basis.  The  Court  of  Veterans  Appeals  has  found  much  lacking  with 
the  fact  finding  and  rationale  supporting  VA's  denial  of  numerous  benefit  claims.  The 
Court,  reluctant  to  interpose  itself  in  an  area  where  VA  is  presumed  to  have  the 
expertise,  typically  remands  these  cases  to  VA  for  corrective  action. 

The  Court,  when  it  remands  a  case,  admonishes  VA  that  its  remands  are  not 
merely  for  the  purposes  of  rewriting  the  BVA  opinion  so  that  it  will  superficially 
comply  with  the  "reasons  or  bases"  requirement.  Yet,  all  too  often  VA  does  not  use  this 
opportunity  to  evenhandedly  correct  an  error  in  the  adjudication  nor  to  assist  the 
veteran  in  locating  evidence  to  bolster  his  claim.  Rather  VA  takes  the  newly  given 
opportunity  to  search  for  evidence  that  would  support  its  denial  of  the  claim.  In  short, 
the  BVA  uses  the  opportunity  of  the  Court's  remand  to  make  its  next  denial  "Court 
proof" 

This  attitude  creating  an  adversarial  process  at  the  Board  of  Veterans'  Appeals  has 
taken  the  form  of  motions  to  the  Court  by  counsel  for  the  Secretary  of  Veterans  Affairs 
which  routinely  petition  the  Court  for  remands  to  the  BVA  when  errors  in  the  record 
are  apparent.  The  General  Counsel's  office  requests  remands  even  though  they  are  not 
requested  by  the  veteran  and  in  some  cases  actively  opposed  by  the  veteran.  Most 
unfortunately,  this  adversarial  attitude  is  creeping  into  the  Regional  Offices  when  they 
first  adjudicate  the  claims  of  veterans.  Quite  simply  this  attitude  must  be  changed.  If 
VA  itself  does  not  move  quickly  to  stem  this  growing  attitude,  this  Committee  may  be 
asked  to  fashion  a  legislative  guarantee  of  liberal  treatment  of  the  claims  of  veterans 
by  establishing  statutory  presumptions  in  the  veterans  favor  once  the  threshold  of  a 
plausible  claim  has  been  crossed  by  the  veteran. 

The  second  point  I  want  to  make  is  one  we  have  made  before,  but  demands 
repeating.  If  this  Committee  wants  to  reduce  processing  time  for  claims  adjudication, 
it  must  take  its  focus  off  of  the  Board  of  Veterans'  Appeals  and  place  its  attention 
squarely  on  the  Regional  Offices.  Even  more  critical  than  change  at  the  top  of  the 
administrative  adjudication  system,  change  at  the  bottom  is  crucial  to  the  veteran 
receiving  a  fair  and  swift  adjudication  of  his  or  her  claim.  There  are  two  reasons  for 
this. 

First,  only  about  fifteen  percent  of  the  claims  filed  at  the  various  Regional  Offices 
are  appealed  to  the  Board  of  Veterans'  Appeals.  Consequently,  for  the  vast  majority 
of  veterans,  there  will  only  be  one  look  at  their  case.  If  the  Regional  Office  is  not 
properly  equipped  to  thoroughly  and  properly  adjudicate  claims,  the  veteran  suffers. 
VA  also  suffers  when  claims  are  not  adjudicated  properly. 

Second,  veterans  who  appeal  their  initial  Regional  Office  decisions  face  further 
delay  in  the  adjudication  of  their  claims.  It  means  that  the  case  will  come  back  to  the 
Regional  Office  to  be  done  over,  adding  unnecessary  time  to  the  adjudication  of  that 
claim  and  detracting  from  attention  given  to  new  claims.  My  grandfather  would  have 
put  it  this  way:  "If  there  is  not  time  to  do  it  right,  when  will  there  be  time  to  do  it 
over." 

Over  one-half  of  all  cases  sent  to  the  Board  of  Veterans'  Appeals  were  returned  to 
the  Regional  Offices  as  deficient.  This  is  an  illustration  of  the  poorly  trained  Regional 
Office  staffs.  This  slip-shod  work  further  illustrates  the  quality  of  adjudication.  One 
wonders  how  competently  the  claims  of  the  95  percent  of  veterans  who  chose  not  to 
appeal  their  cases  were  processed. 

If  the  Regional  Offices  have  an  adequate  number  of  properly  trained  adjudicators 
with  sufficient  clerical  and  material  support,  the  backlog  will  take  care  of  itself  There 
must  be  an  adequate  number  of  trained  personnel  to  deal  with  the  growing  backlog  of 
cases  pending  at  the  Regional  Offices.  Shiny,  new  computers  will  not  alone  solve  this 
problem. 

The  backlog  of  cases  will  continue  to  grow  if  there  is  insufficient  personnel  to 
process  the  claims.  The  VA  plans  call  for  new  computers,  procedures,  and  work 
methods.  These  new  computers  must  be  learned.  The  new  procedures  and  work 
methods  must  be  established  and  implemented.  In  the  meantime,  the  veteran  remains 
left  to  await  the  determination  of  his  benefit  claim.  For  many  veterans,  those  VA 
benefits  mean  the  ability  to  survive  at  the  minimum  standard  of  living.  It  is  the 
individual  who  can  least  afford  to  wait  who  must  bear  the  burden  of  the  system  and 
the  extraordinary  wait  for  benefits. 
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Mr.  Chairman,  a  television  commercial  touting  a  national  law  firm  proclaims  that 
"somewhere  in  these  dusty  law  books,  a  great  idea  was  lost."  I  am  afraid  that  that 
statement  is  becoming  all  too  true  with  regard  to  the  adjudication  of  claims  filed  by 
veterans  for  benefits  to  which  they  are  entitled. 

I  referred  earlier  in  testimony  about  the  backlog  of  cases  which  continues  to  grow. 
We  must  again  repeat  that  there  is  an  unconscionable  delay  in  processing  veterans' 
claims.  This  delay  cannot  be  permitted  to  continue.  Yet,  VA  says  the  delays  will 
continue  and  estimates  further  increase  in  delays  during  the  coming  year. 

Mr.  Chairman,  VA  is  asking  for  75  year  old  veterans  to  wait  three  years  and  more 
while  their  claims  can  be  adjudicated.  Our  PVA  National  Service  Officers  obtain  aid 
and  attendance  benefits  only  to  find  out  that  the  veteran  died  while  waiting  for  help. 
Those  statistics  are  people,  Mr.  Chairman,  not  numbers.  Yet,  there  is  no  movement  on 
VA's  part  to  reduce  the  number  of  veterans  waiting  for  their  turn  to  be  considered  for 
benefits.  VA  intends  to  do  nothing  with  respect  to  increasing  personnel  to  process  these 
claims. 

PVA  and  other  service  organizations  asked  that  VA  change  its  work  management 
standards.  PVA  said  that  VA  must  revise  Regional  Office  and  BVA  work  measurement 
standards  to  give  credit  only  for  "final"  decisions.  PVA's  support  for  the  recommenda- 
tion was  based  on  the  belief  that  this  would  serve  as  a  means  to  reward  and  reinforce 
complete,  correct  claims  adjudication.  A  claim  processed  correctly  the  first  time  takes 
far  less  time  to  adjudicate  than  a  claim  subject  to  remands  from  the  Board  and  the 
Court  of  Veterans  Appeals  to  correct  deficiencies. 

This  Committee  is  concerned  with  the  delay  in  the  adjudication  of  claims  filed  by 
veterans  for  the  benefits  which  they  have  earned  by  virtue  of  their  service  to  their 
country,  as  is  PVA.  PVA  has  testified  a  number  of  times  regarding  the  causes  for  this 
delay  and  what  it  believes  will  be  solutions.  I  belabor  this  point  today.  It  is  too 
important  to  dismiss.  The  problem  of  delays  is  well  spread  on  the  record  of  hearings 
before  this  Committee. 

However,  Mr.  Chairman,  PVA  remains  opposed  to  one  recommendation  made  in  the 
name  of  efficiency.  The  recommendation  would  permit  the  use  of  single  member  rating 
determinations  of  VA  benefits.  PVA  in  the  past  opposed  the  idea  of  single  member 
rating  "boards".  Our  opposition  continues.  Losses  in  quality  brought  about  by  the 
proposed  change  could  occur.  We  do  not  believe  that  any  significant  increase  in 
"efficiency"  will  occur. 

The  change  to  a  one-member  "board"  would  bring  about  a  fundamental  change  in 
the  entire  nature  of  VA's  initial  decision  making  process.  Most  VA  claims  involve 
questions  of  a  medical  nature.  Claimants  would  lose  the  opportunity  to  have  their 
cases  reviewed  by  a  physician.  The  veteran  will  thus  lose  the  medical  expertise 
desirable  in  resolving  the  claim.  Also,  the  physician  would  not  be  available  to  make 
observations  at  hearings. 

PVA  does  not  believe  that  the  change  to  one  member  rating  decisions  will  increase 
significantly  the  efficiency  of  VA.  VA  now  estimates  that  efficiency  will  increase  only 
by  10%  with  the  change  from  three  to  one  member  rating  boards.  We  are  not  sure  how 
this  figure  was  determined.  We  have  reservations  as  to  the  effect  of  this  change  on  the 
quality  of  decision-making.  We  will  continue  to  oppose  this  reduction  until  we  are 
satisfied  that  the  efficiencies  achieved  are  not  made  by  the  sacrifice  of  quality. 

PVA  has  no  objection  to  one  member  Board  of  Veterans'  Appeals  decisions  in 
certain  circumstances.  PVA  has  no  objection  to  the  use  of  one  member  decisions  in  the 
case  of  remand  decisions  and  decisions  which  are  fully  allowed.  PVA  continues  to 
support  retention  of  three  member  panels  at  the  Board  of  Veterans'  Appeals  in  cases 
which  are  denied.  PVA  would  note  that  the  need  for  three  member  panels  would  occur 
in  less  than  one-third  of  appeals  to  the  Board.  More  than  half  of  all  cases  are 
remanded  by  the  Board  and  the  remaining  number  are  allowed. 

PVA  has  no  objection  to  the  use  of  three  member  BVA  reconsideration  panel  cases 
provided  none  of  the  original  members  are  on  the  reconsideration  panel.  PVA  is 
adamantly  opposed  to  granting  the  Chairman  of  the  Board  of  Veterans'  Appeals 
membership  on  the  Board. 

VA  is  now  moving  to  implement  the  recommendations  of  the  Blue  Ribbon  Panel  on 
Claims  Processing.  PVA  believes  this  Committee  should  provide  VA  with  the  necessary 
assets  to  carry  out  those  recommendations. 

Thank  you,  Mr.  Chairman.  That  concludes  my  testimony  today.  I  will  be  happy  to 
answer  any  questions. 
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PREPARED  STATEMENT  OF  JAMES  N.  MAGILL,  DIRECTOR,  NATIONAL 
LEGISLATIVE  SERVICE,  VETERANS  OF  FOREIGN  WARS  OF  THE  UNITED 

STATES 

Mr.  Chairman  and  members  of  the  Committee:  The  VFW  is  appreciative  for  being 
invited  to  participate  in  this  morning's  hearing  on  the  Department  of  Veterans  Affairs 
Fiscal  Year  1995  budget.  The  VFW  is  again  proud  to  be  a  coauthor  of  the  veterans 
Independent  Budget  (IB)  and,  as  in  the  past,  our  contribution  Hes  in  the  construction 
aspect  of  this  document.  Therefore,  this  statement  by  the  VFW  will  concentrate  on 
VA's  construction  program. 

In  view  of  the  fact  that  the  VFW  is  committed  to  reforming  VA's  eligibility  criteria 
for  those  receiving  health  care  at  VA  medical  facilities,  and  the  likelihood  that  some 
form  of  national  health  care  will  be  implemented,  we  are  particularly  concerned  that 
VA  have  physical  capabilities  of  providing  care  to  an  expanded  veteran  population  and 
be  competitive  with  respect  to  a  national  health  care  program. 

Meeting  The  Challenge 

The  VA  construction  program  was  re-organized  in  FY  1994  as  a  result  of  internal 
and  external  critiques.  Most  of  the  program  was  assigned  to  the  Veterans  Health 
Administration  (VHA)  creating  an  Associate  Chief  Medical  Director  for  Construction 
Management  (ACMD  for  CM)  and  assigning  some  functions  to  the  Associate  Chief 
Medical  Directors  for  Operations  and  Resource  Management.  This  organizational 
change  has  resulted  in  functional  CM  teams  ready  to  respond  to  local  and  facility 
director  needs.  A  specific  team  is  assigned  for  VBA  and  National  Cemetery  Service 
requirements.  Streamlining  will  allow  VA  to  reduce  authorized  full-time  equivalent 
employees  from  314  to  249;  VA  has  already  accomplished  half  of  the  reduction. 
However,  no  staff  reductions  were  taken  in  the  functions  assigned  to  Operations  and 
Resource  Management. 

CM  currently  supervises  $3.8  billion  worth  of  construction  projects.  It  has  embarked 
on  a  philosophy  of  customer  service.  Central  to  the  adaptation  of  this  philosophy  is  the 
development  of  a  total  quality  project  concept  which  emphasizes  "partnering,"  a  system 
DOD  and  the  Corps  of  Engineers  use  to  work  more  effectively  between  field  and  CM 
staff.  CM  is  also  delegating  more  of  its  construction  efforts  to  field  managers  and  staff. 
The  IBVSO's  support  these  changes. 

Efforts  are  underway  to  develop  a  seamless  time  line  from  design  to  construction. 
The  IBVSO's  applaud  such  efforts.  To  the  extent  VA  can  reduce  the  design  to  move-in 
timeline  to  five  years  or  less,  funds  will  be  saved  and  veterans  better  served.  The 
current  plan  of  beginning  design  with  35-percent  of  funding,  stopping,  and  waiting  for 
additional  funding  tends  to  reduce  quaUty  and  increase  costs.  Medical  administration 
executives  consider  that  a  facility  which  requires  more  than  five  years  from  design  to 
move-in  is  obsolete  on  activation.  Medical  facility  personnel  have  been  trained  in 
construction  project  supervision.  The  program,  however,  was  only  about  three  hours 
in  length.  The  Independent  Budget  co-authors  believe  at  least  a  one  week  program 
should  be  offered  to  appropriate  staff  in  each  designated  veterans  service  area. 

A  policy  memorandum  is  awaiting  approval  to  delegate  authority  to  facility 
directors  to  lease  up  to  10,000  square  feet  of  space,  at  up  to  $300,000  cost,  to  meet 
outpatient  clinic  needs.  Should  the  Secretary  grant  such  authority,  facility  directors 
will  have  more  control  in  meeting  their  patients  needs  for  accessible  ambulatory  care, 
better  positioning  facilities  to  compete  as  health  care  reform  is  implemented. 

Additional  Management  Improvements  Needed 

The  National  Institute  of  Building  Sciences  (NIBS)  carried  out  a  review  of  the  CM 
program  at  the  request  of  the  Department.  Several  issues  in  VA  Cost  and  Standards 
Study,  Phase  II,  June  17,  1993,  bear  emphasis.  The  IBVSO's  believe  additional  studies 
should  be  carried  out  by  VA  staff  or  under  leadership  of  NIBS: 

•  Construction  Management's  re-organization  is  imperfect.  Elements  that  were 
delegated  to  Resources  Management  in  the  reorganization  should  be  returned 
to  CM.  CM  and  Resources  Management  often  reach  contradictory  decisions  on 
projects,  equipment,  or  budget  issues.  Resources  Management  sets  policies 
which  directly  impact  construction  costs,  but  only  CM  is  held  accountable  for 
cost.  Returning  some  Resources  Management  functions  to  CM  would  allow  for 
better  coordination  of  the  two  offices'  functions  and  allow  further  staff 
reductions  by  eliminating  overlap. 

•  VA  designs  to  the  highest  level  of  architecture  and  engineering.  For  example, 
VA  designs  require  that  all  rooms  be  handicap  accessible.  This  standard  far 
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exceeds  guidelines  for  the  Americans  with  Disabilities  Act  (ADA)  for  general 
purpose  hospitals  and  long-term  care  facilities.  Only  rehabilitation  facilities 
require  such  a  stringent  code.  VA  could  realize  cost  savings  by  applying  the 
appropriate  ADA  guidelines  to  its  facilities  or  by  setting  a  higher  standard  only 
when  necessitated  by  the  facility's  user  population. 

VA  also  applies  natural  hazard  mitigation  standards  differently  than  the  private 
health  sector.  The  latter  designs  and  builds  for  protection  of  life.  VA  designs  for 
continued  operational  capability — a  much  more  costly  venture.  VA  has  developed 
its  own  seismic  standards;  whenever  a  state  has  higher  standards,  VA  uses 
those.  Planning  and  application  of  natural  hazard  mitigation  codes  should  be 
better  coordinated  on  a  priority  basis  with  the  VA  National  Health  Care  Plan 
(VANHCP). 

•  VA's  Hospital  Building  System  (VAHBS)  has  been  criticized  as  cost-additive  for 
years.  NIBS  could  not  reach  a  definitive  answer  in  its  evaluation,  but  cast  some 
doubt  on  the  process.  VAHBS  has  been  most  severely  reproached  for  its 
extensive  use  of  interstitial  space  which  adds  to  initial  cost.  Under  the 
leadership  of  NIBS,  an  external  group  should  validate  the  cost  effectiveness  of 
VAHBS.  The  IBVSO's  also  believe  the  VAHBS  study  should  arrive  at  a  life-cycle 
for  such  facilities  as  hospitals,  nursing  homes,  clinics,  administrative  offices 
(VBA).  Establishing  life-cycles  for  major  delivery  components  allows  VA  to  avoid 
the  appearance  of  building  for  100  years. 

A  study  should  also  further  identify  those  services  appropriately  "in  an  envelope" 
using  interstitial  space  and  those  services  not  requiring  it.  Designs  must  be  flexible  to 
respond  to  future  needs  and  technological  advances.  However,  services  using 
interstitial  space  should  have  reasonable  expectations  for  long-term  expansion  and  be 
able  to  clearly  validate  their  need  to  justify  the  additional  costs. 

The  Dilemma  of  FY '95 

Perhaps  the  most  difficult  problem  facing  CM  is  the  coordination  of  mission  and 
program  planning  for  facilities  and  the  Facihty  Development  Program  (FDP).  IBVSO's 
continue  to  believe  the  FDP  program  should  be  discontinued  until  the  VA  National 
Health  Ceire  Plan  is  adopted  and  specific  missions  and  types  of  facilities  within  the  VA 
system's  health  plans  are  determined.  VA  and  Congress  are  likely  to  commit  to  an 
inappropriate  structure  from  plans  based  on  the  present  delivery  system  and  mission 
if  the  current  FDP  remains  in  place.  For  example,  a  hospital  authorized  in  FY  1995 
may  not  be  activated  until  2001  or  2002.  This  is  likely  to  result  in  a  hospital  with  too 
many  beds  and  support  services.  The  U.S.  already  has  too  many  hospitals  and  too 
many  beds.  VA  should  not  compound  the  problem. 

If  VHA  is  to  be  competitive  in  health  care  reform,  it  must  practice  acute  and  some 
extended  care  medicine  as  the  private  sector  does,  substituting  more  appropriate  care 
in  community  and  ambulatory  care  settings  for  inpatient  care.  The  Independent 
Budget  co-authors  believe  VHA  needs  to  begin  extensive  primary  care  outreach 
through  more  remote  and  satellite  clinics  in  this  fiscal  year  and  in  FY  1995.  In  the 
short-run,  clinic  activities  must  move  closer  to  patients  and  potential  patients.  In 
keeping  with  the  government's  "one  stop  service"  concept  the  IBVSO's  believe  some 
primary  care  clinics  should  be  sited  contiguous  to  or  within  veterans  outreach  centers 
(or  "vet"  centers).  Expanding  leasing  authority  is  an  essential,  immediate  need  to  allow 
VHA  to  reconfigure  its  delivery  system  expeditiously.  In  certain  situations  with  smaller 
veteran  user  populations  far  from  VA  facilities,  VA  hospital  directors  should  be  granted 
authority  to  contract  with  private  sector  providers. 

The  present  outreach  and  community  clinic  criteria  in  VA's  facility  sizing  model 
need  to  be  reviewed  to  determine  if  distance  and  travel  time  from  home  to  care  site  are 
too  great.  VA's  two  hour  driving  time  criterion  is  not  competitive  with  the  30  minute 
criterion  established  in  other  proposals.  Ultimately,  enactment  of  legislation  for  both 
national  health  care  reform  and  VA  eligibility  expansions  will  facilitate  a  more  realistic 
approach  to  setting  priorities  for  future  construction  projects  for  the  system. 

VA  should  also  revise  its  planning  models  and  guidelines  to  account  for  veteran 
demographics.  Current  and  future  populations'  needs  should  determine  system 
priorities  and  the  allocation  of  construction  resources.  Added  emphasis  should  be  given 
for  care  of  special  populations:  those  with  spinal  cord  dysfunction,  PTSD  and  other 
psycho-social  problems,  blind  veterans  and  nursing  home  residents.  Where  current  and 
future  population  is  declining,  the  strategic  and  facility  development  plans  must 
include  alternatives  to  provide  needed  care  in  different  settings  or  organizations.  The 
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IBVSO's  recommend  revisions  to  strategic  planning  models  and  FDP's  be  started  now, 
and  completed  as  soon  after  legislative  decisions  on  health  care  reform  are  accom- 
plished. 

FY  '95  Budget 

The  IBVSO's  are  aware  that  the  Administration  has  proposed  a  five  year 
"appropriated"  construction  budget  plan  with  annual  targets  of,  on  average,  $165 
million  per  year  for  major  construction  starting  with  FY  1995  and  ending  with  FY 
1999;  the  plan  proposes  average  targets  for  VA  Major  Construction  to  be  $175  million 
per  year  after  FY  1997.  Minor  construction  appropriations  will  average  $154  million 
per  year  over  the  same  time  period. 

The  Administration  plans  to  use  money  from  the  investment  fund,  a  fund  proposed 
by  the  American  Health  Security  Act,  to  supplement  resources  for  construction  projects 
needed  to  improve  the  infrastructure.  Because  the  legislation  which  contains  the 
investment  fund  has  yet  to  be  enacted,  the  IBVSO's  consider  assurance  of  receiving  it 
to  rest  on  a  tenuous  base.  As  in  the  case  of  the  ill-fated  Economic  Stimulus  Package, 
desperately  needed  correction  of  infrastructure  deficiencies  is  held  hostage  to  an 
uncertain  date.  Because  VA  has  committed  its  limited  construction  funds  to  building 
or  replacing  hospitals,  if  funds  are  not  made  available  from  the  investment  fund,  it  will 
not  be  until  FY  1998  that  construction  funds  are  available  for  outpatient,  infrastruc- 
ture improvements  and  other  needs.  The  IBVSO's  consider  the  high  priority  of  new 
hospital  construction  and  replacement  problematic.  It  prevents  resources  from  moving 
to  primary  care  and  its  support  at  a  most  crucial  time.  Emphasis  on  primary  care, 
remodeling  hospital  beds  to  nursing  home  care  and  correction  of  infrastructure  should 
be  the  highest  priorities  and  projects  should  be  funded  immediately.  Unless  this 
happens,  VHA  cannot  effectively  compete  in  any  kind  of  health  care  reform.  VA's  need 
for  enhanced  outpatient  and  extended  care  facilities  and  improvements  in  infrastruc- 
ture far  outweigh  the  need  for  additional  hospital  beds. 

If  VA  decides  that  there  is  a  significant  need  for  new  hospital  beds,  it  should 
consider  different  alternatives  to  new  construction  to  create  them.  Existing  VA 
hospitals  have  empty  and  unused  beds  which  could  be  activated.  At  least  one  hospital 
has  yet  to  be  activated  in  the  VA  system;  acquisition  and  conversion  of  closed  military 
facilities,  like  Orlando,  is  possible  cuid  far  less  costly  than  ground-up  construction;  and, 
leasing  beds  from  underutilized  facilities  in  the  military  system  or  the  private-sector 
may  allow  VA  to  make  beds  available  to  veterans  on  a  much  speedier  timeline  than 
they  are  now  activated.  These  options  for  increasing  inpatient  capacity  should  be 
CEirefully  considered  before  major  construction  projects  resulting  in  additional  hospital 
beds  are  undertaken. 

The  Administration  also  plans  to  designate  funds  from  the  investment  fund — if  and 
when  it  becomes  available — for  infrastructure  needs  such  as  patient  privatization, 
including  private  and  semi-private  bathrooms.  The  IBVSO's  believe  this  is  commend- 
able, but  population  need  and  facility  mission  must  determine  priorities  for  system 
remodeling.  VA  should  allow  flexibility  in  determining  the  needs  of  individual  VA 
medical  centers  and  service  areas. 

Independent  Budget  Funding  Recommendations  for  FY  1995 

Major  Construction 

The  Independent  Budget  recommends  a  $294-million  Major  Construction 
appropriation  for  FY  1995.  To  achieve  less  funding  in  FY  1995  would  be  catastrophic 
given  the  extended  replacement  cycle  for  facilities,  rapidly  changing  clinical 
requirements,  and  the  existing  plants'  excessive  age.  The  majority  of  the  Independent 
Budget  recommended  appropriation  is  for  leases  for  outpatient  clinics  and  nursing 
homes.  In  these  uncertain  times,  the  Independent  Budget  co-authors  believe  leasing 
is  preferable  to  new  construction.  Leasing  offers  an  affordable,  expedient  and  non- 
permanent  solution  to  the  immediate  need  for  VA  capacity  in  the  outpatient  and 
nursing  home  venues.  The  Independent  Budget  funding  recommendation  accommo- 
dates the  annual  cost  of  leasing  twelve  nursing  homes,  approximately  $12  million.  It 
also  accommodates  annual  leasing  costs  for  approximately  100  outpatient  clinics  at 
approximately  $100  miUion.  Funding  for  leased  clinics  complements  Independent 
Budget  recommendations  for  grants  to  VA  medical  centers  in  states  with  active  reform 
schedules  which  offer  alternatives  for  enhancing  ambulatory  care  capacity;  plans  to 
expand  VA  in-house  capacity;  and  plans  to  offer  VA  care  in  remote  community  settings 
such  as  vet  centers. 
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Replacement  and  modernization  costs  also  comprise  a  significant  portion  of  the 
Major  Construction  budget.  The  Independent  Budget  co-authors  believe  that  VA  should 
be  considering  acquisition  and  conversion  projects  as  an  alternative  to  new  construc- 
tion funded  through  this  account.  Orlando  and  other  facilities  available  for  acquisition 
offer  VA  an  opportunity  to  realize  substantial  savings  and  activate  beds  more  quickly 
than  a  "ground-up"  construction  project  would.  Should  VA  acquire  Orlando,  funds  will 
be  needed  to  make  it  handicap  accessible  and  improve  infrastructure.  The  IBVSO's 
recommend  that  other  selected  replacement  and  modernization  projects  that  provide 
natural  hazard  mitigation  and  modernize  and  upgrade  the  physical  plant  be  dictated 
by  an  established  set  of  priorities  based  on  probable  competition  under  health  care 
reform  plans  impacting  facilities  and  mission  conversions  for  facilities  in  new  veterans 
service  areas. 

The  Independent  Budget  co-authors  recommend  that  some  new  construction 
complement  leasing  and  bed  conversions  as  a  means  of  increasing  available  VA- 
operated  beds  for  nursing  home  care.  Indeed,  the  aging  veteran  population  necessitates 
nursing  home  construction  through  the  1990's.  The  Independent  Budget  Major 
Construction  budget  includes  funding  for  four  new  nursing  homes.  It  also  recommends 
funding  for  two  new  VA  domiciliaries.  Domiciliaries  offer  shelter  and  often  some  social 
services  for  aging,  mentally  ill,  and  homeless  veterans  and  veterans  with  substance 
abuse  disorders.  The  growing  prevalence  of  these  problems  in  society  should  compel 
VA  to  provide  humane  care  through  an  enhanced  in-house  domiciliary  capacity.  In  the 
immediate  future,  VA  must  enter  into  two  new  enhanced  use  leases  for  nursing  home 
beds.  This  effort,  however,  will  alleviate  only  some  of  the  actual  need  for  nursing  home 
beds.  VA  must  continue  to  pursue  the  IBVSO  strategy  for  making  nursing  home  beds 
available  to  veterans. 

The  Independent  Budget  Major  Construction  proposal  also  includes  $16  million  to 
acquire  land  for  national  cemeteries  in  states  that  have  no  available  grave  sites. 
IBVSO's  recommend  that  VA  construct  two  new  national  cemeteries  annually  until  the 
National  Cemetery  System  meets  previously  stated  goals  of  one  open  cemetery  in  each 
state. 

Minor  Construction 

The  FY  1995  Independent  Budget  recommends  a  $412  million  appropriation  for 
Minor  Construction,  which  funds  smaller  facility  construction  projects.  As  Table  1 
shows,  the  Independent  Budget's  FY  1995  recommendation  significantly  exceeds  the 
FY  1994  appropriation.  The  requested  increment  reflects  the  IBVSOs'  growing  concern 
about  VA  facilities'  urgent  updating  and  repair  needs.  Most  VA  facilities  were 
constructed  during  the  1950's  and,  therefore,  update  and  repair  needs  are  increasing 
rapidly.  Earlier  appropriations  have  fallen  far  short  of  addressing  these  needs.  Needs 
for  repairs,  beautification,  installment  of  amenities,  like  phone  lines,  and  mission 
conversions  should  be  system-wide  priorities,  especially  as  VA  medical  centers  enter 
into  competition  with  private-sector  providers.  Of  the  total  Minor  Construction 
appropriation,  $300  million  should  be  allocated  to  these  types  of  projects.  Also  within 
this  allocation,  VA  should  select  residential  sites  to  purchase  for  compensated  work 
therapy  programs. 

VA  should  use  $80  million  of  the  Minor  Construction  fund  to  convert  unused  and 
unneeded  hospital  beds  to  nursing  home  care.  NIBS  found  that  remodeling  hospital 
beds  to  nursing  home  beds  was  less  expensive  than  new  construction.  Accordingly,  the 
Independent  Budget  co-authors  emphasize  conversion  as  the  principal  means  of 
making  nursing  home  care  available  to  veterans.  The  IBVSO's  recommend  that  VA 
convert  the  remaining  30  beds  from  its  FY  1993  plan,  accomplish  those  it  plans  for  FY 
1994,  and  convert  25  120-bed  wards  in  FY  1995.  While  this  strategy  represents  a 
tremendous  rate  of  conversion,  it  is  the  only  way  VA  can  hope  to  keep  pace  with  the 
demands  of  the  aging  veterans'  community. 

IBVSO's  have  requested  $14  million  within  the  Minor  Construction  appropriation 
to  support  VA  regional  office  projects,  such  as  recurring  maintenance  projects, 
collocation  when  it  improves  services,  and  improvement  of  handicapped  accessibility. 
The  FY  1995  Independent  Budget  recommends  $18  million  for  existing  National 
Cemetery  System  construction  projects. 

Parking  Garage  Revolving  Fund 

The  FY  1995  Independent  Budget  recommends  a  $20  million  allocation  to  this  fund, 
which  finances  VA  facility  parking  garage  construction  and  operation.  Reasonable 
parking  access  is  essential  to  patient  care.  If  VA  is  to  be  competitive,  veterans  will 
need  access  to  available  parking  within  reasonable  distances  to  the  medical  facilities. 
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Eventually,  parking  garage  revenues  should  pay  for  new  projects.  Currently,  however, 
only  a  few  revenue-producing  projects  exist,  so  VA  needs  limited  new  appropriations. 
Future  funding  requirements  should  diminish. 

Grants  for  the  Construction  of  State  Extended  Care  Facilities 

The  state  home  program  adds  to  VA's  extended  care  workload  capacity. 

The  Grants  to  State  Extended  Care  Facilities  are  mutually  beneficial  to  the  states 
and  VA.  Congress  should  fund  any  State  agreeing  to  participate  in  these  programs. 

Grants  for  the  Construction  of  State  Veterans'  Cemeteries 

The  State  Program  makes  grants  to  states  to  help  them  establish  or  improve  state- 
owned  veterans  cemeteries.  VA  anticipates  that  it  will  need  $6  million  to  fund  program 
requirements  in  FY  1995. 

Mr.  Chairman,  this  concludes  the  testimony  of  the  VFW  and  I  will  be  pleased  to 
answer  any  questions  you  may  have  at  this  time.  Thank  you. 


STATEMENT  OF  WILLIAM  F.  CRANDELL,  LEGISLATIVE  ADVOCATE, 
VIETNAM  VETERANS  OF  AMERICA 

Introduction 

Mr.  Chairman  and  members  of  the  Committee,  Vietnam  Veterans  of  America  (WA) 
appreciates  the  opportunity  to  present  its  views  on  the  proposed  1995  budget  for  the 
Department  of  Veterans  Affairs  (VA),  including  VA's  recommendations  for  major 
construction  projects,  and  veterans  programs  under  the  U.S.  Department  of  Labor 
(DOL). 

This  is  yet  another  year  of  hard  budgets  and  fiscal  tightening.  We  accept  that, 
although  we  would  remind  Congress  that  veterans  have  paid  in  advance  for  the 
services  that  are,  in  some  cases,  being  cut  or  eliminated.  Beyond  that,  there  are  false 
economies  and  wise  ones,  and  many  that  fall  in  between. 

The  Veterans  Health  Administration 

Providing  for  Veterans'  Health  Care 

If  the  Department  of  Veterans  Affairs  had  only  one  task  to  perform,  it  would  be 
providing  for  veterans'  health  care.  Unless  it  does  that,  forget  about  burials  and 
benefits. 

Currently,  eligible  veterans  are  either  turned  away  from  many  VHA  facilities  or 
simply  become  frustrated  by  excessive  wait  times  and  forego  needed  health  services 
because  staffing  doesn't  allow  VHA  to  meet  demand.  Further  cuts  would  exacerbate 
this  problem  and  threaten  the  survival  of  the  veterans'  health  system  with  passage  of 
national  health  reform  legislation. 

While  estimates  of  future  VHA  use  are  uncertain,  one  thing  is  certain;  cutting  back 
staffing  and  programs  now  will  force  VHA  to  turn  more  veterans  away,  though  they 
need  its  services  and  deserve  them.  The  greatest  portion  of  VA's  discretionary  funding 
is  for  VA  medical  care.  The  cuts  will  come  here,  despite  an  aging  veterans  population 
more  in  need  of  care  than  ever.  Current  services  will  not  be  maintained,  and  personnel 
will  be  cut  by  some  5,800  positions  in  fiscal  year  1995. 

Undermining  National  Health  Care  Reform 

It  is  bad  enough  that  these  cuts  will  diminish  services  to  veterans  who  need  them. 
They  will  also  undercut  the  essential  changes  VA  must  make  if  it  is  to  play  its  part  in 
national  health  care  reform.  That  makes  these  cuts  not  only  wrong  but  foolish- 
— tactical  blunders  that  undermine  essential  strategic  goals. 

Currently,  there  is  legislation  pending  in  the  House  of  Representatives,  H.R.  3808, 
which  would  appropriately  insulate  the  Veterans  Health  Administration  from  cuts 
contemplated  in  the  Fiscal  Year  1995  budget,  as  well  as  the  federal  workforce 
reduction  associated  with  the  National  Performance  Review.  WA  supports  the 
provisions  of  H.R.  3808,  which  allow  VHA  to  maintain  its  current  staffing  levels,  as  the 
Secretary  deems  appropriate. 

H.R.  3808,  introduced  by  the  Chairman  of  the  House  Committee  on  Veterans 
Affairs,  would  also  ease  the  regulations  which  often  inhibit  VHA  from  contracting  for 
health  care  services.  This  too  is  important,  as  VHA  will  be  able  to  improve  and  expand 
its  services  to  adapt  to  the  changing  climate  of  health  care  provision — that  of  managed 
care.  Some  would  argue  that  VHA  has  already  been  practicing  managed  care;  but  its 
"managing"  is  based  upon  convoluted  eligibility  rules  and  budget  limitations — not  the 
welfare  of  the  patient.  Providing  VHA  with  the  ability  to  more  easily  contract  for 
services  will  allow  VHA  to  provide  better  care.  In  this  way,  VA  may  refer  patients  to 
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the  private  sector  for  services  it  does  not  currently  provide,  and  make  VA-prompted 
care  available  where  veterans  can  conveniently  access  it. 

In  reflecting  upon  Representative  Montgomery's  statement  before  the  full  House 
upon  introducing  this  bill,  his  comments  regarding  the  VHA's  need  for  flexibility  with 
an  uncertain  future  demand  for  services  on  the  horizon  are  particularly  relevant.  We 
too  suggest  that  a  better  public  policy  would  be  to  stall  the  proposed  20,000  FTEE  cuts 
over  four  fiscal  years  in  the  Veterans  Health  Administration  until  a  clearer  assessment 
of  the  future  of  the  system  can  be  determined. 

What  ifVA  Health  Care  Ceases  to  Exist? 

Our  concern  is  and  always  has  been  veterans,  rather  than  the  system  designed  to 
meet  their  needs.  To  that  end,  there  is  another  matter  WA  would  like  to  see  this 
Committee  address  as  national  health  care  reform  legislation  evolves.  While  WA  has 
strongly  endorsed  the  Clinton  health  care  reform  proposal  and  particularly  VA's  service 
improvements  contemplated  therein,  one  particular  ambiguity  stands  out  causing  fear 
and  trepidation  within  the  VA  health  user  community. 

What  if  VA  fails  to  attract  patients  and  doesn't  exist  three  years  from  now — how  will 
the  nation's  commitment  to  service-connected  disabled  veterans  be  met? 

WA  is  very  optimistic  that  VA  will  improve  its  capabilities  and  successfully  fulfill 
its  mission  of  caring  for  the  nation's  disabled  and  low-income  veterans  for  years  to 
come.  Two  scenarios  emerge  on  the  horizon,  however,  which  threaten  its  viability. 

First,  the  rigors  of  the  legislative  process  in  Congress  may  produce  a  final  national 
health  care  reform  product  that  doesn't  give  VA  the  necessary  tools  to  survive  the 
transition  or  the  veterans  health  system  is  ignored  altogether  in  national  reform, 
leaving  it  to  continue  as  untenably  as  it  has  in  the  past.  The  veterans  service 
organizations  (VSO's)  have  broadly  associated  themselves  with  the  President's  Health 
Security  Act  because  it  would  give  all  veterans  the  option  to  use  VA,  and  allows  VA 
the  means  to  improve  its  services  and  provide  a  comprehensive  continuum  of  care 
without  complicated  eligibility  rules. 

Under  the  best  of  circumstances,  as  proposed  in  the  Clinton  Health  Security  Act, 
VA  has  the  fight  of  its  life  on  its  hands.  In  the  absence  of  the  Clinton  proposal  for 
veterans,  the  VA  health  system  can  be  expected  to  sink  like  a  stone.  Unfortunately,  the 
Congressional  "rumor  mill"  indicates  that  some  of  these  other  proposals  are  gaining 
steam. 

The  second  scenario  is  just  this — health  care  reform  legislation  is  passed  and  signed 
into  law  that  does  give  veterans  a  choice  of  where  to  receive  care  and  provides  VA  with 
all  necessary  survival  tools,  but  it  still  fails  to  attract  sufficient  veteran  enroUees  to 
sustain  itself.  Before  long  continuing  funding  support  from  the  Congress  erodes  and 
the  system  collapses. 

In  either  case,  whether  VA  is  dissolved  with  passage  of  national  reform  legislation 
or  disintegrates  over  time,  along  with  it  goes  the  nation's  commitment  to  service- 
connected  disabled  veterans.  Not  only  do  the  VA  Medical  Centers  disappear,  but  the 
"special"  VA  medical  programs  uniquely  serving  veterans  go  too.  This  means  VA's 
expertise  in  post  traumatic  stress  disorder,  substance  abuse,  spinal  cord  injury 
treatment,  blind  rehabilitation  and  prosthetics  evaporate,  with  nothing  to  replace  them 
in  the  private  sector. 

If  VA  disappears,  low-income  veterans  currently  dependent  upon  VA  will  likely  be 
able  to  obtain  comprehensive  care  in  the  general  health  care  reform  program.  On  the 
other  hand,  service-connected  disabled  veterans  who  do  not  fall  into  the  low-income 
category  will  have  to  fend  for  themselves  in  the  general  program,  paying  premiums, 
co-payments  and  deductibles  for  all  health  care,  including  costly  specialized  services. 
Unless... 

WA  is  working  for  passage  of  a  "service-connected  disabled  veterans  entitlement" 
to  federally-funded  health  care.  Without  such  an  entitlement,  veterans  are  forced  to 
get  care  at  VA  or  pay  premiums,  co-payments  and  deductibles  for  private  insurance 
coverage.  With  no  VA,  they  are  definitely  stuck  with  the  bill. 

Service-connected  disabled  veterans  deserve  an  entitlement  to  health  care  in  or  out 
of  VA,  as  no  other  population  can  claim  that  their  health  conditions  are  directly  related 
to  federal  decision-making.  Should  VA  fail  to  compete  under  the  President's  plan  or 
simply  disappear  as  a  result  of  another,  these  veterans  will  still  constitute  a  legitimate 
federal  responsibility. 

Some  people,  both  veterans  and  non-veterans  alike,  live  under  the  illusion  that  a 
veterans  entitlement  to  health  care  already  exists.  This  is  not  the  case,  as  any  veteran 
who  has  jumped  through  the  eligibility  hoops  for  VA  care  can  attest.  Federal  law  and 
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administrative  regulation  currently  govern  who  can  get  into  VA  for  health 
services — and  the  maze  of  eligibility  criteria  were  established  to  meet  budgetary 
concerns,  not  a  commitment  of  fairness  to  the  most  deserving  veterans. 

WA  is  fearful  that  if  such  a  "service-connected  disabled  veterans  entitlement"  is 
not  created  now  and  for  some  reason  VA  does  disappear  in  the  next  few  years,  service- 
connected  disabled  veterans  will  be  forced  to  bear  the  financial  burden  of  their  health 
conditions  alone.  Given  the  anticipation  that  the  federal  budget  and  deficit  reduction 
concerns  will  continue  many  years  into  the  future,  it  is  unlikely  that  such  an 
"entitlement"  can  be  created  without  the  benefit  of  health  care  reform  legislation  to 
serve  as  the  vehicle. 

Phasing  in  a  Service -Connected  Disabled  Veterans  Entitlement 

WA's  proposal  to  phase-in  a  service-connected  disabled  veterans  health  care 
entitlement,  regardless  of  which  health  reform  plan  is  passed,  is  as  follows. 

In  the  first  year  of  health  care  reform  implementation: 

•  50-100  percent  service-connected  disability  rating — receives  all  health  care 
services  at  no  personal  cost  either  within  VA  or  outside  VA. 

•  0-40  percent  service-connected  disability  rating — receives  all  health  care  services 
at  no  personal  cost  within  VA;  outside  VA,  receives  care  for  service-connected 
condition  at  no  personal  cost,  will  be  required  to  pay  premiums,  co-payments 
and  deductibles  for  non-service  connected  conditions 

In  the  second  year  of  health  care  reform  implementation: 

•  30-100  percent  service-connected  disability  rating — receives  all  health  care 
services  at  no  personal  cost  either  within  VA  or  outside  VA. 

•  0-20  percent  service-connected  disability  rating — receives  all  health  care  services 
at  no  personal  cost  within  VA;  outside  VA,  receives  care  for  service-connected 
condition  at  no  personal  cost,  will  be  required  to  pay  premiums,  co-payments 
and  deductibles  for  non-service  connected  conditions 

In  the  third  year  of  health  care  reform  implementation: 

•  Any  veteran  with  an  adjudicated  service-connected  disability  rating  from  0-100 
percent  receives  all  health  care  services  at  no  personal  cost  either  within  or 
outside  VA. 

Under  the  assumptions  of  a  Clinton-like  health  reform  package,  no  significant 
revenues  should  be  required,  as  an  annual  federal  appropriation  already  covers  health 
services  for  these  service-connected  disabled  veterans.  The  Clinton  proposal  would 
accommodate  comprehensive  care  for  veterans  choosing  to  obtain  it  within  VA  only. 
The  WA  proposal  would  offer  veterans  the  additional  choice  of  getting  the  same  cost- 
free  care  in  the  private  sector. 

WA  proposes  a  phase-in  period  for  the  proposed  service-connected  disabled 
veterans  health  care  entitlement  in  order  to  provide  VA  the  opportunity  to  do  just 
what  it  says  it  both  can  and  will  do — compete  for  veteran  patients.  A  three  year  phase- 
in  period  is  suggested  to  coincide  with  use  of  the  $3.3  billion  VA  investment  fund 
within  the  Clinton  proposal.  After  all,  if  VA  is  genuinely  serious  about  competing  for 
veteran  enrollees,  it  should  not  shrink  from  competition  for  service-connected  disabled 
veteran  enrollees  as  well.  If  it  does,  it  is  disingenuously  engineering  a  dependent 
population  of  disabled  veterans  just  as  it  always  has  in  the  past.  The  service-connected 
disabled  deserve  better  than  this  and  must  not  be  used  as  hostages  to  prop-up  a 
dysfunctional  system.  Instead,  service-connected  disabled  veterans  must  be  given  the 
same  choices  as  all  other  veterans,  and  in  the  process  further  encourage  VA  to  compete 
aggressively  for  the  sake  of  its  own  survival  as  a  health  care  provider. 

No  additional  bureaucratic  mechanisms  are  anticipated,  as  the  health  security 
cards/electronic  medical  records  issued  to  all  citizens  should  be  coded  with  service- 
connected  disabled  veterans  disability  rating  and  conditions.  Payment  for  those 
veterans  getting  care  outside  the  VA  health  plan  should  be  billed  to  the  VA  health  plan 
or  directly  to  the  federal  government,  through  the  local  health  alliance.  (The  reverse 
of  such  an  arrangement  is  already  contemplated  for  service-connected  disabled  veteran 
enrollees  of  non-VA  plans,  who  choose  to  get  VA  care  for  service-connected  conditions 
normally  covered  within  the  basic  benefits  package.) 
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The  Veterans  Benefits  Administration 

The  Current  Mess  at  VBA 

Nobody  has  spoken  out  more  strongly  than  Vietnam  Veterans  of  America  on  the 
need  for  major  change  in  VBA,  where  an  institutional  bias  against  granting  veterans' 
claims  has  created  a  600,000  appeals  backlog  that  is  growing  rather  than  shrinking. 
Throughout  the  past  year  we  have  spoken  in  favor  of  increasing  personnel  and 
upgrading  training  in  the  adjudication  divisions  as  one  way  of  attacking  this  monster, 
which  puts  as  much  as  three  years  between  individual  veterans  and  the  resolution  of 
their  claims  for  compensation  and  pension.  We  have,  like  our  fellow  veterans  service 
organizations,  pointed  to  the  deepening  problem  of  burnout  among  the  seasoned 
adjudicators. 

The  prospect  of  staffing  cuts — rather  than  sorely  needed  increases — strikes  WA  as 
unhkely  to  ease  these  problems.  The  proposed  elimination  of  342  FTEE  in  Compensa- 
tion and  Pension  would  be  a  serious  blow  to  an  organization  that  is  struggling  to  keep 
its  feet. 

What  these  numbers  do  not  express  is  how  great  an  outrage  it  is  to  propose 
stretching  out  this  gap  in  service  delivery  that  is  already  so  grotesque.  Veterans  do  not 
apply  for  compensation  or  pension  because  they  are  bored.  Most  of  them  need  the 
money  very  badly  because  their  service-related  disabilities  keep  them  from  holding 
fully  productive  jobs.  They  and  their  families  depend  on  these  payments  which  the 
VBA  is  so  reluctant  to  grant.  They  appeal  the  denial  of  their  claims  because  they  must 
press  on  with  claims  they  know  to  be  well-founded,  even  if  the  wait  is  as  long  as  three 
years — and  three  years  of  waiting  for  a  check  from  VA  can  be  very  long. 

What  Will  the  Proposed  Budget  for  VBA  Do? 

The  summary  prepared  by  the  staff  of  the  House  Committee  on  Veterans  Affairs 
gives  a  worst  case — and  likely — scenario  for  the  effects  of  the  budget  cuts  the 
Administration  proposes  for  VBA.  We  are  not  surprised  to  see  the  prediction  that 
"Unless  a  significant  number  of  FTEE  are  provided,  or  drastic  action  is  taken  to  modify 
existing  procedures,  timeliness  will  only  deteriorate  further."  Adding  FTEE  has  always 
been  the  favored  solution,  though  it  flies  in  the  face  of  budget  trends  in  the  past 
several  years. 

WA  has  championed  the  second  approach — taking  drastic  action  to  modify  existing 
procedures  that  have  clearly  been  models  for  mismanagement.  Again  and  again,  in 
step  with  our  fellow  VSO's,  we  have  urged  administrative  reforms  so  obvious  they 
receive  united  acclaim.  Starting  with  the  rewriting  of  work  rules  that  encourage  case- 
churning  rather  than  case  resolution,  these  reforms  aim  at  resolving  claims  before  they 
are  denied  and  appealed.  Handling  claims  correctly  from  the  outset  rather  than 
bouncing  them  back  and  forth  through  Regional  Offices  (ROs),  the  Board  of  Veterans 
Appeals  (BVA)  and  the  Court  of  Veterans  Appeals  would  serve  both  the  veteran  and 
the  taxpayer  well,  but  it  is  a  solution  that  seems  to  find  httle  support  at  VBA. 

The  BVA  case  backlog  problem  has  two  aspects:  one  is  the  staggering  and  growing 
load  of  unresolved  cases  being  shuffled  back  and  forth  between  BVA  and  the  ROs,  and 
the  second  is  that  the  quality  of  the  work  at  the  ROs  is  inadequate.  The  latter  is  the 
source  of  the  former.  Stop  denying  valid  claims,  and  the  case  backlog  will  stop  growing. 
That  was  the  central  thrust  of  the  VSO  recommendations. 

Currently,  time  requirements  reward  quick-and-dirty  denials,  and  punish  thorough 
casework.  The  VSO's  called  for  a  revision  of  work  measurement  standards  to  give 
credit  only  for  a  "final"  decision  in  both  appealed  and  non-appealed  cases,  with  no  work 
credit  taken  until  the  appellate  period  has  expired.  This  will  give  adjudicators  an 
interest  in  correct  decisions,  which  will  reduce  the  backlog.  The  53  percent  remand 
rate  speaks  eloquently  to  this  contention. 

This  budget  serves  clear  notice  that  there  will  be  neither  an  increase  in  FTEE  nor 
even  the  same  level  of  FTEE  with  which  to  piddle  away  at  resolving  the  backlog  while 
fresh  appeals  are  added  constantly.  This  budget  will  either  make  the  backlog  bigger 
and  longer  than  ever,  or  it  will  force  upon  a  reluctant  VBA  the  notion  of  doing  things 
very  differently.  We  urge  this  Committee  not  to  wring  its  hands  over  these  numbers, 
but  to  listen  at  long  last  to  the  recommendations  that  the  experienced  VSO's  keep 
making.  Straighten  out  this  mess  at  the  Regional  Offices.  Stop  turning  down  valid 
claims.  Do  this  and  the  backlog  will  decline. 

The  Need  for  a  Management  Study 

VBA  will  keep  wasting  taxpayer  dollars  until  it  works  right.  Congress  should 
mandate  the  creation  of  a  study  that  will  produce  a  management  plan  for  the  Veterans 
Benefits  Administration,  with  particular  emphasis  on  straightening  out  the  misman- 
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agement  of  the  Regional  Offices.  VBA  does  not  know  what  would  constitute  effective 
handling  of  claims,  and  it  therefore  has  no  idea  how  to  measure  work  effectiveness.  It 
pleads  for  more  staff  but  it  has  no  idea  what  staff  it  needs,  nor  where  it  needs  them. 

A  Congressionally-mandated  study  must  require  VA  to  evaluate  what  would  be  an 
appropriate  length  of  time  for  the  development  of  two  different  kinds  of  cases:  those 
that  establish  service-relatedness,  and  those  that  apply  for  increased  ratings.  Such  an 
evaluation  needs  to  respect  the  amount  of  time  proper  case  development  takes,  rather 
than  set  minimums  based  on  case  load.  The  legislation  should  require  implementation 
of  such  a  management  plan  unless  Congress  disagrees  with  it  within  90  days. 

Such  a  study  must  not  be  the  responsibility  of  the  Secretary  of  Veterans  Affairs, 
any  more  than  it  should  be  left  to  the  Blue  Ribbon  Panel  on  Claims  Processing,  which 
the  Under  Secretary  for  Benefits  chairs.  Congress  must  assign  this  task  to  one  of  the 
best  management  consulting  firms  in  the  country,  one  outside  the  Department  of 
Veterans  Affairs.  This  study  must  draw  on  the  expertise  of  veterans  service 
representatives,  state  and  county  offices  of  veterans  affairs,  and  lawyers  and  other 
professionals  well  versed  in  veterans  advocacy.  It  must  be  done  with  clean  hands  and 
be  done  very  competently,  and  Congress  must  oversee  the  task.  Anything  less  will  lack 
credibility. 

Department  of  Labor  Veterans  Programs 

The  Department  of  Labor's  veterans  programs  in  its  Office  of  Veterans  Employment 
and  Training  (VETS)  are  particularly  important  during  a  major  downsizing  of  both  the 
military  and  the  defense  industries,  which  employ  great  numbers  of  veterans.  Defense 
conversion,  in  particular,  is  an  area  in  which  Labor  should  be  aggressively  supporting 
veterans  of  all  backgrounds.  Vietnam  veterans  have  gone  to  work  as  civilian  employees 
of  the  military  and  the  defense  industries  way  out  of  proportion  to  their  percentage  in 
the  general  population.  They  have  done  so  because  they  had  particular  skills  that  were 
useful  in  such  jobs,  and  were  hired  because  of  their  abilities  and  their  discipline  as 
workers.  This  is  also  the  case  for  post-Vietnam  veterans,  and  is  increasingly  true  as 
well  for  Gulf  War  veterans. 

The  skills  they  have  acquired  in  these  positions  have  added  to  what  they  learned 
in  the  military,  and  they  constitute  a  national  resource  that  we  cannot  afford  to  leave 
rusting.  But  despite  a  congressional  mandate  for  priority  employment  services  for 
veterans,  veterans  employment  services  go  without  adequate  staffing  year  after  year 
after  year.  We  have  not  seen  full  funding  for  Disabled  Veterans  Outreach  Program 
specialists  (DVOPs)  and  Local  Veterans  Employment  Representatives  (LVERs)  in  a 
dozen  years.  In  the  face  of  the  downsizing  of  the  military  and  the  paring  down  of  the 
defense  industry,  these  positions  should  be  fully  funded  for  once.  It  is  far  cheaper  to 
fund  every  one  of  these  slots  than  to  pay  unemployment  benefits  to  these  veterans,  and 
we  must  not  let  them  become  long-term  unemployed. 

For  the  same  reason,  we  want  to  note  our  satisfaction  that  the  Clinton  Administra- 
tion has  reconsidered  the  recommendation  of  the  National  Performance  Review  (NPR) 
to  place  VETS  under  DOL's  Employment  and  Training  Administration  (ETA),  an  idea 
that  did  not  look  good  even  on  paper.  In  that  vein,  WA  would  like  to  urge  that  VETS 
be  shielded  from  NPR's  plan  to  eliminate  a  quarter  of  a  million  federal  jobs. 

Perhaps  the  grimmest  note  on  the  DOL  scene  is  that  their  Homeless  Veterans 
Reintegration  Project  (HVRP)  aims  to  serve  some  8,500  homeless  veterans,  about  half 
of  whom  are  expected  to  be  placed  in  unsubsidized  jobs.  This  is  something  DOL  should 
be  doing,  though  the  funding  and  the  numbers  are  disturbingly  low.  One  question  we 
have  is  why  the  funding  for  HVRP  does  not  run  directly  to  VETS  rather  than  through 
ETA,  a  crooked  and  clumsy  pipeline  that  can  only  cause  extra  work  and  taxpayer  cost. 

Conclusion 

It  is  easy  to  criticize  tough  budget  cuts  in  a  tough  budget  year,  to  argue  that  surely 
there  must  be  somebody  else  whose  funding  can  be  cut  more  fairly  and  reasonably 
than  our  own.  We  have  tried  not  to  do  that. 

In  every  case,  we  believe  we  have  taken  the  long  view.  Drastic  cuts  in  funding  the 
VHA  will  surely  threaten  not  only  those  veterans  who  need  health  care  this  year,  but 
the  long-term  plan  for  VA  in  President  Clinton's  proposals  for  national  health  care 
reform.  In  the  case  of  VBA,  we  maintain  that  budgetary  pressure  must  be  used  to 
make  needed  reforms  that  will  introduce  efficient  methods  to  an  organization  stalled 
by  its  own  ineptitude.  It  is,  after  all,  this  administrative  ineptitude  that  makes  it 
impossible  to  know  what  an  appropriate  FTEE  level  in  VBA  actually  is.  For  the 
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Department  of  Labor  we  simply  point  to  the  swelling  need  and  suggest  that  the  wise 
way  to  save  money  is  a  somewhat  larger  investment  in  VETS. 

We  are  taxpayers  as  much  as  we  are  veterans.  We  want  the  deficit  reduced  as  much 
as  any  American  does.  All  that  we  ask  is  that  when  you  cut,  cut  fat  and  not  muscle. 

Mr.  Chairman,  this  concludes  our  testimony. 


STATEMENT  OF  RICHARD  T.  GREER,  MEMBER,  SCIENCE  REVIEW 
COMMITTEE,  NATIONAL  ALLIANCE  FOR  THE  MENTALLY  ILL 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  submit  this  statement  to  the 
Senate  Veterans'  Affairs  Committee  regarding  the  FY  1995  budget  for  the  Department 
of  Veterans  Affairs  (VA).  I  am  gratified  to  do  this  on  behalf  of  140,000  member 
families,  including  1,000  affiliates  in  every  state,  and  NAMI's  Veterans'  Network. 

On  August  3,  1993,  you  chaired  a  hearing  of  this  Committee  that  looked  into  the 
cost  and  quality  of  the  mental  health  care  provided  to  chronically  mentally  ill  veterans. 
I  was  pleased  to  have  the  opportunity  to  testify  at  that  time.  To  summarize  my 
message:  I  recommended  that  this  Committee  assist  VA  in  every  way  to  develop 
innovative  psychiatric  care  programs  that  treat  mentally  ill  veterans,  in  less  restrictive 
and  costly  settings,  and  expedite  their  return  to  the  community.  This  is  a  concept 
promoted  by  NAMI  families  for  a  decade. 

Many  authorities  testified  that  day,  including  Dr.  John  Talbott,  Chairman  of  the 
Department  of  Psychiatry,  University  of  Maryland,  and  past  president  of  the  American 
Psychiatric  Association.  Dr.  Talbott  and  others  expressed  serious  concern — about  the 
care  provided  in  VA  to  mentally  ill  veterans — especially  those  with  more  severe  mental 
illnesses. 

A  review  of  the  hearing  record  impressed  upon  me  the  fact  that  many  of  the 
authorities  felt  that  there  is  a  serious  need  to  realign  VA  budget  priorities  to  parallel 
the  characteristics  of  patients  treated — especially  considering  the  heavy  work-load 
involved  with  caring  for  these  veterans — in  addition  to  the  fact  there  is  too  much 
emphasis  on  bed-based  programs.  In  FY  1993,  a  sum  of  188,816  veterans  were  treated 
on  an  inpatient  basis  in  psychiatric  beds. 

Following-up  on  these  presentations.  Dr.  Farrar,  now  the  Acting  VA  Under 
Secretary  for  Health,  recommended  a  series  of  measures  to  correct  the  well-docu- 
mented defects. 

VA  created  two  major  clinical  initiatives  targeted  at  veterans  who  were  frequent 
users  of  VA  hospital  mental  health  services  as  well  as  other  veterans  with  severe 
mental  illnesses.  Two  million  dollars  were  made  available  in  FY  1994  to  launch  the 
initiatives  and  a  commitments  of  $13.5  million  was  made  by  Dr.  Farrar  for  FY  1995 
to  fully  implement  these  needed  programs. 

Also,  VA  has  been  struggling  with  the  implementation  of  President  Clinton's 
"Reinventing  Government"  initiatives.  In  a  Feb.  1,  1994  VA  Press  Release,  I  read:  "The 
Veterans  Health  Administration  field  structure  also  is  being  restructured  at  the 
regional  level,  reducing  employment  by  some  250  positions."  In  VA's  attempts  to  cut 
based  on  the  numbers  of  staff  in  their  medical  centers — mental  health  programs  have 
been  made  special  targets — sometimes  quite  heavily. 

Many  of  the  mental  health  programs  discussed  at  your  hearing,  Mr.  Chair- 
man— that  are  in  serious  need  of  restructuring  and  enhancement  because  of  their 
inadequacies — I  understand,  are  now  being  targeted  for  proportionately  inappropriate 
cuts. 

Mr.  Chairman,  this  is  bad  for  patient  care  and  therefore  does  not  reflect  the  goals 
of  "Reinventing  Government." 

Based  on  the  August  3,  1993  hearing,  one  could  make  a  case  against  any  cuts  in  the 
mental  health  programs  because  they  are  so  far  behind.  We  know  that  30-40  percent 
of  all  VA  medical  services  (and  approximately  one-third  of  the  beds)  are  for  patients 
receiving  treatment  for  mental  illnesses,  but  these  patients  receive  only  10  percent  of 
the  money. 

There  is  no  better  time  than  now  to  eliminate  these  absurdities  and  to  increase 
support  and  attention  for  VA  mental  illness  treatment  and  services.  Mr.  Chairman, 
NAMI  hopes  at  some  time  in  the  near  future  to  be  able  to  assist  this  Committee  and 
VA  in  this  process  as  a  nonprofit  Veterans'  Service  Organization. 
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STATEMENT  OF  LARRY  D.  RHEA,  DEPUTY  DIRECTOR  OF  LEGISLATIVE 
AFFAIRS,  NON  COMMISSIONED  OFFICERS  ASSOCIATION  OF  THE  UNITED 

STATES  OF  AMERICA 

The  Non  Commissioned  Officers  Association  of  the  USA  (NCOA)  appreciates  the 
opportunity  to  submit  this  statement  for  the  record  on  the  Fiscal  Year  1995  budget 
request  for  the  Department  of  Veterans  Affairs  (DVA)  and  that  portion  of  the 
Department  of  Labor  (DOL)  budget  dealing  with  the  Veterans'  Employment  and 
Training  Service  (VETS).  The  comments  and  concerns  submitted  herein  are  those  of 
principal  concern  to  the  Association's  more  than  160,000  members. 

Preface 

Mr.  Chairman,  one  of  the  prevailing  themes  during  the  1992  Presidential  campaign 
and  throughout  the  budget  and  legislative  activities  of  the  1st  Session  of  the  103rd 
Congress  was  that  of  "shared  sacrifice."  An  obvious  fact  that  NCOA  has  stressed  many 
times,  few  people  know  more  intimately  the  meaning  of  sacrifice  than  those  who  are 
serving  or  have  served  in  the  nation's  armed  forces.  Yet,  despite  the  freely  given 
sacrifices  just  for  the  privilege  and  high  honor  of  serving  in  the  military  services,  the 
patriotic  veterans  of  this  country  have  continually  signalled  their  willingness  to 
shoulder  their  share  of  the  load.  The  one  question  NCOA  laid  before  the  Congress  last 
year  was  to  be  mindful  of  and  to  carefully  consider  "what  is  fair"  in  the  difficult 
deliberations  that  confronted  the  Congress  during  the  First  Session.  NCOA  specifically 
requested  that  veterans  not  be  singled  out  as  a  convenient  target  just  because  they  are 
veterans. 

The  Budget— Overall 

Mr.  Chairman,  the  FY95  DVA  Budget  calls  for  funding  levels  for  VA  to  reach  $37.8 
billion,  an  increase  of  $1.3  billion  above  the  FY94  level.  NCOA  appreciates  this 
increase  particularly  since  VA  was  one  of  only  seven  Cabinet  level  departments  that 
realized  an  increase  over  previous  year  funding.  Considering  that  for  nearly  two 
decades  veterans  programs  have  been  steadily  declining  through  insufficient  funding  it 
is  only  reasonable  that  veterans  would  look  closely  at  the  FY95  proposal;  therefore,  the 
question  begs  as  to  what  this  budget  really  means  to  veteran  services,  benefits  and 
programs. 

Some  of  the  highlights  of  the  FY95  Budget  include: 

Department  of  Veterans  Affairs: 

•  Veterans  Health  Administration  (VHA)  budget  authority  increased  $500  million 
above  FY94  to  a  level  of  $16,122  billion  while  full-time  employees  (FTE)  are 
reduced  by  nearly  3,700 

•  Veterans  Benefits  Administration  (VBA)  spending  is  increased  by  $21  million, 
however,  622  FTE  will  be  reduced  in  FY95 

•  Authority  for  the  Compensation,  Pension  and  Education  (CP&E)  account  is 
requested  to  be  $4  million  below  the  currently  appropriated  level  and  342  fewer 
FTE's  than  the  FY94  level 

•  FTE  levels  in  VBA  Support  Services  will  decline  by  169 

•  Veterans  Services  (VS)  incur  a  33  FTE  reduction 

•  Vocational  Rehabilitation  and  Counseling  FTE  are  reduced  by  29 

•  Construction  for  FY95  is  $253  million  less  than  FY94,  more  than  a  50% 
reduction 

•  Medical  research  is  tapped  some  $41  million  below  the  FY94  authority, 
including  the  elimination  of  more  than  500  research  projects  and  the  loss  of  830 
FTE 

Department  of  Labor  (VETS): 

•  Disabled  Veterans  Outreach  Programs  (DVOP)  specialists  are  funded  267 
positions  below  the  mandated  level 

•  Local  Veterans  Employment  Representatives  (LVER)  are  funded  134  positions 
below  the  mandated  level 

As  stated,  NCOA  appreciates  the  $1.3  billion  increase  for  DVA  but  as  the  above 
highlights  so  amply  point  out,  there  is  no  great  reason  for  jubilant  celebration.  What 
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does  this  budget  really  mean  for  veterans?  NCOA  concludes  that,  at  best,  the  FY95 
budget  for  veterans  was  held  to  a  virtual  straight  line  and,  at  best,  it  will  barely 
maintain  current  minimum  services  that  any  veteran  will  acknowledge  as  largely 
unsatisfactory.  The  FY95  budget  does  nothing  to  set  straight  nearly  two  decades  of 
neglect. 

']•'■'      ''■_■'.-      Veterans  Health  Administration  (VHA) 

Much  of  the  DVA  budget  was  obviously  shaped  by  the  biggest  challenge  facing  the 
department,  that  of  improving  VA's  health  care  delivery  system  so  that  VA  can 
compete  successfully  in  the  anticipated  new  environment  of  health-care  reform.  NCOA 
appreciates  the  emphasis  that  Secretary  Brown  has  placed  on  ambulatory  care  and 
hopes  that  this  emphasis  continues  in  the  future.  Ambulatory  care  is  a  prime  area 
where  substantial  improvement  can  and  should  be  made.  NCOA  does  believe  that  it 
is  time  now  to  reform  the  eligibility  rules  to  allow  VA  to  provide  ambulatory  care  to 
those  who  can  now  only  be  treated  as  inpatients. 

Stated  frankly  though,  there  are  many  things  regarding  medical  care  that  concern 
NCOA  greatly,  not  the  least  of  which  is  the  decrease  in  medical  care  personnel  by 
3,680  FTE  from  205,188  to  201,508  and  the  trend  that  continues.  The  original  intended 
cut  was  over  9,000  of  which  approximately  4,500  has  been  waived.  But  trying  to 
convince  veterans  that  dodging  one  bullet  is  a  good  thing  belies  the  fact  that  the 
reduction  trend  continues  and  that  the  reductions  in  FY95  are  only  part  of  a  larger 
plan.  The  3,680  FTE  reduction  in  the  VHA  is  the  initial  step  to  cut  more  than  26,000 
employees  from  VA  rolls  over  the  next  five  years.  Health  care  staff  accounts  for 
approximately  90%  of  VA  work  force. 

NCOA  is  also  concerned  by  the  inattention  that  this  budget  gives  to  equipment 
upgrades  and  replacement.  By  VA's  own  estimates,  equipment  backlog  for  the  National 
Cemetery  System  alone  will  increase  from  $5  million  in  1994  to  more  than  $8  million 
in  1995.  Meanwhile  medical  equipment  backlogs  approach  nearly  $2  billion.  Nearly 
70%  of  the  funds  used  to  build  infrastructure  for  medical  services  has  been  slashed. 
Budget  authority  for  construction  programs  has  dropped  by  more  than  half  from  $643.5 
to  $270.4  million.  Medical  research  money  declines  from  $252  million  to  $211  million. 

The  DVA  FY95  Budget  includes  funds  for  the  construction  of  two  new  research 
facilities  and  seismic  improvements  for  a  building  in  Tennessee.  This  seems  to  fly 
directly  in  the  face  of  the  austerity  applied  to  other  construction  and  research  monies 
and  people.  NCOA  strongly  encourages  the  committee  to  examine  the  rationale  and 
criteria  for  selecting  projects  slated  for  construction  or  improvement  to  include  the 
scoring  criteria  and  the  ranking  of  each  project  in  the  budget. 

While  the  budget  cites  a  $500  million  increase  in  the  medical  care  account,  more 
than  20%,  some  $111  million  of  the  $500  million  is  through  projected  savings  of  the 
National  Performance  Review,  IG  recommendations  and  management  improvements. 
NCOA  applauds  and  has  been  a  staunch  supporter  of  many  of  the  internal  improve- 
ments that  the  DVA  has  implemented  and  surely  some  savings  will  be  realized. 

NCOA  believes  though  that  it  is  a  stretch  which  leaves  a  false  impression  to 
assume  that  all  savings  will  be  realized  because  historically  savings  projected  are 
rarely  achieved.  There  is  also  the  question  as  to  whether  the  DVA  can  even  legally 
pursue  some  of  the  areas  targeted  for  the  savings.  Even  assuming  that  all  projected 
savings  will  be  achieved,  the  reality  of  the  FY95  DVA  budget  is  that  DVA  will  spend 
$53.7  million  more  than  the  supposedly  $500  million  increase.  Anticipated  payroll  cost 
and  inflationary  increases  are  estimated  at  $553.7  million.  Of  concern  also  is  the 
supposedly  "off  budget"  $1  billion  to  the  health  care  investment  fund. 

Mr.  Chairman,  without  mincing  words,  NCOA  believes  the  FY95  DVA  budget  is  a 
crap  shoot  for  veterans  health  care.  The  implication  in  the  budget  is  that  the  current 
system  is  to  be  essentially  forsaken  while  betting  on  a  reformed  national  system  that 
may  never  come.  It  is  NCOA's  belief  that  not  only  will  the  FY95  budget  not  allow  VA 
to  position  itself  as  an  attractive,  competitive  health  care  alternative,  it  will  not  permit 
adequate  care  for  the  veterans  that  VA  is  currently  obligated  to  serve. 

Veterans  Benefit  Administration  (VBA) 

Currently,  some  535,000  (more  than  half  a  million)  CP&E  claims  are  pending  an 
original  to  nearly  900,000  by  the  end  of  1995  and,  concurrently,  the  time  to  process 
and  render  an  original  decision  by  VA.  Properly  submitted  original  claims  now  take 
nearly  200  days  for  an  initial  decision.  By  VA's  own  estimates  the  number  of  CP&E 
cases  pending  is  projected  to  increase  to  nearly  900,000  by  the  end  of  1995  and, 


83 

concurrently,  the  time  to  process  and  render  an  original  decision  will  increase  to  an 
average  of  235  days.  These  figures  represent  best  case  scenario. 

Currently,  more  than  40,000  cases  are  before  the  BVA  and  average  response  time 
is  approaching  700  days.  Without  any  changes,  by  the  end  of  1995,  appellants  can 
expect  response  time  to  exceed  1,700  days. 

In  analyzing  the  FY95  DVA  budget,  the  following  factors  are  relevant  and  bear 
directly  on  the  dilemma  confronting  the  VBA: 

•  The  CP&E  program  will  continue  to  experience  an  increase  in  caseload  as  a 
factor  of  active  military  force  reductions 

•  Pre-discharge  counseling  (TAP  and  DTAP)  are  increasing  the  complexity  of 
CP&E  claims  and  claims  will  continue  to  become  more  complex  as  regional 
offices  are  confronted  with  more  issues  per  claim 

•  The  diseases  and  medical  conditions  for  which  claims  are  allowed  is  expanding 

•  Regional  offices,  by  mandate  of  the  Court  of  Veterans  Appeals  (COVA),  are 
required  to  address  every  contention  and  related  issue  against  applicable  law, 
regulation  and  COVA  precedent  rulings 

•  VA  personnel  costs  are  subjected  to  the  discretionary  spending  restraints  of 
OBRA93 

The  FY95  budget  for  VBA  seeks  4,163  FTE  for  CP&E,  a  reduction  of  342  FTE  from 
1994.  In  1993,  VA  estimated  that  it  would  take  an  additional  1,050  FTE  to  reduce 
claims  backlog  to  a  level  of  approximately  200,000.  Yet,  the  solution  to  a  problem  that 
will  reach  nearly  unsurmountable  proportion,  is  to  cut  another  342  employees.  It 
simply  cannot  be  done  without  additional  consequence  to  veterans. 

Many  of  the  procedural  changes  previously  considered  by  Congress,  along  with  the 
recommendations  of  VA's  Blue  Ribbon  Panel,  are  needed  and  would  help  reverse  the 
situation  currently  confronting  VA.  All  these  things  considered,  there  reaches  a  point 
in  attempting  to  do  more  with  less  when  it  simply  can  no  longer  be  done.  The  bottom 
line  is  that  a  minimum  number  of  qualified  employees  are  needed  to  do  the  work.  VA 
has  been  below  the  bottom  line  for  many  years  and  the  verdict  is  in.  NCOA  does  not 
believe,  nor  does  the  Association  think  that  anyone  else  believes,  that  a  larger,  more 
complex  workload  in  FY95  can  be  undertaken  with  fewer  employees  and  expect  to 
achieve  anything  more  than  continued  dismal  results. 

It  is  pointed  out  that  the  budget  provides  for  449  FTE's  for  BVA  in  FY95,  three 
more  than  provided  in  1994.  Optimistically  assuming  that  BVA  decisions  in  FY95  will 
average  60  per  FTE  (59.9  in  FY93),  it  does  not  take  great  genius  to  determine  that 
virtually  no  reduction  will  be  realized  in  the  40,000  cases  before  the  Board.  It  is 
important  to  remember  that  decisions  per  FTE  was  114.7  in  FY90  and  has  rapidly 
declined  since  that  time. 

The  decline,  in  part,  is  a  factor  of  the  COVA  and  the  body  of  veteran  precedence 
that  has  accumulated.  Equally  significant,  if  not  more  so,  is  the  turnover  experienced 
by  the  BVA  and  the  'train-up'  time  required  for  new  staff  to  reach  proficiency.  An 
exceedingly  important  factor  in  the  BVA  turnover  problem  is  the  salary  disparity  that 
exists  between  BVA  and  Administrative  Law  Judges  (AU). 

Veterans'  Employment  and  Training  Service 

38  use  4103A  and  4104  mandate  that  the  DOL  make  available  sufficient  money 
to  support  a  minimum  number  of  DVOP  specialists  and  LVER's.  In  applying  the 
formula,  stipulated  by  law,  the  DVOP  and  LVER  programs  would  be  staffed  at  a  level 
of  1,968  and  1,600,  respectively.  The  FY95  budget  calls  for  1,701  DVOP  specialists  and 
1,466  LVER's.  DVOP  specialists  in  the  FY95  budget  are  267  below  the  mandated  level. 
LVER's  in  the  FY95  budget  are  134  positions  below  the  mandated  level.  At  a  time 
when  the  demand  for  veterans'  employment  services  is  increasing  and  the  downsizing 
of  military  forces  is  continuing,  this  budget  has  placed  itself  'above  the  law'  by  ignoring 
a  statutorily  mandated  requirement  and  in  the  process  has  usurped  the  authority  of 
the  Veterans  Affairs  Committees  of  the  House  and  Senate. 

Change 

Mr.  Chairman,  it  is  inescapable,  that  veterans  remain  the  convenient,  politically 
correct  target  of  opportunity.  It  is  an  understatement  to  say  that  the  continuing  trend 
to  lay  at  the  feet  of  veterans,  those  who  have  honorably,  faithfully  and  dutifully  served 
this  Nation  in  peace  and  war,  a  disproportionate  burden  to  cure  the  Nation's  financial 
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ill  is  disturbing.  More  accurately,  the  continuing  imposition  on  rightfully  and  justly 
earned  veterans  benefits  and  programs  should  be  characterized  as  sorrowful  and  a 
breach  of  the  faith  that,  up  until  recent  years,  had  bonded  the  Nation  with  its 
veterans. 

In  addition  to  "shared  sacrifice"  and  "doing  what  is  fair,"  another  theme  has  been 
echoing  across  the  country  for  more  than  two  years.  It  occupied  the  political  landscape 
throughout  the  1992  campaigns  and  it  has  been  one  of  the  predominate  contentions  of 
political  speeches  and  posturing  since  that  time.  All  about  we  have  heard  and  are 
continuing  to  hear  the  clamor  for  "change." 

Mr.  Chairman,  NCOA  respectfully  submits  that  change  is  also  in  order  for  veterans. 
Veterans,  their  dependents  and  survivors  are  indeed  ready  for  and  would  welcome 
change.  Change  from  the  annual  attacks  on  their  pay,  benefits  and  programs  that  are 
mandated  and  that  were  earned  through  their  blood,  sweat  and  tears.  Change  from 
being  the  politically  correct  whipping  post  for  a  budget  deficit  and  national  debt  that 
veterans  did  not  create  nor  cause  to  happen.  Veterans  would  welcome  with  open  arms 
and  deep  gratitude  a  change  back  to  the  place  of  honor,  dignity  and  esteem  that  was 
once  accorded  by  a  grateful  Nation  for  honorable  service  in  the  Armed  Forces. 

Inseparability 

Many  veterans  believe  that  the  crossroad  to  the  future  for  veteran  benefits  and 
programs  has  been  reached.  Unfortunately,  many  veterans  believe  that  it  has  already 
been  crossed  and  that  the  future  will  be  nothing  more  than  a  continuation  of  past 
trends  and  the  FY95  budget  does  nothing  to  assuage  that  belief.  NCOA  sincerely  hopes 
that  this  committee  will  do  everything  it  can  to  prove  the  latter  assumption  invalid. 

NCOA  commends  to  the  Committee's  review  the  Independent  Budget  of  Veterans 
Organizations,  a  document  this  Association  has  enthusiastically  endorsed.  NCOA 
suggests  this  report  as  a  studious,  factually  presented  effort  to  guide  the  Committee's 
DVA  and  DOL  VETS  budget  debate  for  Fiscal  Year  1995. 

The  ability  of  VA  to  provide  timely  benefits  and  quality  services  is  a  combination 
of  several  inseparable  factors — facilities,  equipment,  management  initiatives,  research, 
training  and  cooperation  with  other  federal  agencies  to  name  a  few.  Of  paramount 
significance  is  the  inseparable  connection  between  the  delivery  of  benefits  and  services 
and  the  level  of  employees  to  do  the  work.  DVA  cannot,  nor  should  it  be  expected  to, 
accomplish  its  mission  if  the  devastating  effects  of  this  budget  are  enacted  as  proposed. 

Conclusion 

Mr.  Chairman,  as  you  and  the  distinguished  members  of  the  Committee  debate  the 
difficult  work  before  you  during  1994,  NCOA  requests  that  you  be  mindful  of  the 
sacrifices  already  made  and  continuing  to  be  made  by  veterans.  NCOA  requests  that 
veterans  who  help  this  Nation  achieve  its  greatness  not  be  held  hostage  to  new 
initiatives  and  social  programs  for  groups  and  individuals  who  have  sacrificed  far  less, 
or  not  at  all,  for  the  Nation.  Above  all  else,  NCOA  requests  during  the  upcoming 
months  that  the  Committee's  efforts  be  guided  by  a  philosophy  and  purpose  that  will 
restore  pride,  dignity  and  honor  to  the  term  "veteran."  Finally,  NCOA  requests  that 
the  "special  covenant  between  the  Nation  and  veterans,  which  existed  at  one  time  in 
our  Nation's  history  and  which  this  Administration  says  it  embraces,  be  restored  and 
honored  with  alacrity. 

Thank  you. 


PREHEARING  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  HON. 

PRESTON  TAYLOR,  ASSISTANT  SECRETARY  FOR  VETERANS'  EMPLOYMENT 

AND  TRAINING,  DEPARTMENT  OF  LABOR,  AND  THE  RESPONSES 

U.S.  Department  of  Labor 
Veterans'  Employment  and  Training 

Washington,  DC.  20210,  March  15,  1994. 
Hon.  John  D.  Rockefeller  IV 
Cflmrman,  Committee  on  Veterans'  Affairs 
United  States  Senate 
Washington,  DC  20510. 

Dear  Mr.  Chairman:  As  you  requested,  I  am  enclosing  our  responses  to  prehearing 
questions  transmitted  to  the  Department  of  Labor  by  your  letter  of  February  25,  1994. 
If  I  can  be  of  further  assistance  to  you,  please  do  not  hesitate  to  contact  me. 
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The  Office  of  Management  and  Budget  advises  that  there  is  no  objection  to  the 
submission  of  this  document  from  the  standpoint  of  the  Administration's  program. 
Sincerely, 
Preston  M.  Taylor,  Jr.,  Assistant  Secretary. 

Question  1.  Please  submit  a  comparison  of  DOL's  budget  request  for  VETS 
programs  (including  veterans'  employment  and  training  programs  funded  through 
ETA)  and  the  President's  budget  submission.  With  respect  to  each  item  for  which  DOL 
requested  more  funding  than  was  proposed  in  the  budget,  explain  the  purposes  for 
which  the  additional  funds  are  sought  and  why  VETS  believes  they  are  necessary. 

Answer.  The  Department  estabUshed  funding  and  FTE  targets  for  each  DOL  agency 
to  develop  its  FY  1995  budget: 


FY  1995  President's  Budget 

DVOP 

$85,987,000 

LVER 

79,808,000 

Administration 

21,495,000 

NVTI 

2,986,000 

190,276,000 

Homeless 

5,055,000 

JTPA,  Title  IV-C 

8,957,000 

The  President's  budget  submission  did  not  reduce  DOL's  budget  request  for  VETS. 

Question  2.  Assistant  Secretary  Taylor  testified  at  the  February  10,  1994  House 
Committee  on  Veterans'  Affairs  budget  hearing  that  the  TAP  program  will  serve  43 
percent  of  separating  service  members  in  FY  1995,  3  percent  fewer  than  in  FY  1994. 
Why  is  TAP  not  serving  a  higher  proportion  of  eligible  persons,  and  what  accounts  for 
the  decline  in  percentage  served? 

Answer.  We  would  like  to  provide  transition  assistance  to  all  eligible  individuals 
separating  from  the  military  who  seek  these  services.  It  is  important  to  note  that  TAP 
attendance  is  voluntary.  Some  servicemembers  choose  not  to  participate  in  TAP 
because  they  already  have  a  job  waiting  upon  discharge,  are  retiring  and  not  seeking 
a  job,  or  for  a  host  of  other  reasons.  In  FY  1994,  we  expect  to  serve  about  145,000 
individuals  in  TAP,  about  46%  of  those  separating.  There  are  admitted  difficulties  in 
serving  all  who  would  like  TAP  assistance.  The  primary  difficulty  is  in  serving  those 
servicemembers  stationed  overseas  or  on  board  ships.  Many  are  discharged  directly 
from  those  duty  stations;  others  are  discharged  in  the  continental  United  States  but 
are  separated  within  such  short  time  of  arriving  Stateside  that  they  do  not  have  an 
adequate  opportunity  to  participate  in  the  Department  of  Labor's  TAP.  In  addition, 
individuals  assigned  to  smaller  bases  in  the  United  States  may  not  have  the 
opportunity,  prior  to  separation,  to  travel  to  larger  bases  where  DOL  TAP  is  offered. 
For  these  reasons,  we  are  not  able  to  provide  transition  assistance  to  all  we  would  like 
to  help.  We  have  been  working  with  the  Department  of  Defense  to  develop  ways  of 
providing  at  least  some  TAP  services  in  other  forms,  such  as  videos. 

Based  on  our  current  projections,  the  FY  1995  budget  may  result  in  a  smaller 
proportion  of  eligible  individuals  being  served  by  TAP.  We  are  placing  a  greater 
responsibility  on  the  State  employment  security  agencies  and  our  DVOP's  and  LVER's 
for  delivering  TAP  workshops  and  reducing  our  reliance  on  contractors.  However, 
miUtary  installations  are  not  necessarily  located  near  DVOP  and  LVER  staff,  so  travel 
and  other  logistics  may  affect  our  ability  to  deliver  TAP  workshops  to  all  who  seek 
them.  We  will  continue  to  explore  various  means  of  assuring  that  TAP  services  are 
available. 

Question  3.  Assistant  Secretary  Taylor  stated  during  the  HVAC  hearing  that  JTPA 
IV-C  grants  would  be  maintained  at  funding  levels  sufficient  to  support  their  integrity. 
Please  elaborate  on  this  statement.  Include  comments  on  the  adequacy  of  IV-C  funding 
and  the  extent  to  which  veterans  are  served  under  funding  for  other  JTPA  programs. 

Answer.  In  my  opening  statement  at  the  February  10,  1994,  House  Veterans'  Affairs 
Committee  budget  hearing,  I  said  that  the  "DVOP/LVER  grants,  JTPA  IV-C  grants, 
and  VRR  programs  will  be  maintained  at  funding  levels  sufficient  to  support  their 
integrity."  As  the  person  responsible  for  administering  the  JTPA  IV-C  grants  program, 
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I  wanted  to  assure  that  Committee,  and  now  yours,  that  sufficient  agency  administra- 
tive funds  would  be  available  in  FY  1995  to  enable  the  VETS'  staff  to  perform 
necessary  functions  to  ensure  the  integrity  of  these  programs.  By  that,  I  mean 
sufficient  funds  to  conduct  Employment  Service  office  evaluations  and  follow-up 
reviews,  conduct  JTPA  IV-C  grantee  reviews,  and  process  grant  applications  and 
modifications  and  process  veterans'  reemployment  rights  cases. 

The  level  of  IV-C  program  funding  is  a  percentage  of  the  overall  JTPA  funding. 
Veterans  also  are  served  through  the  funding  of  other  JTPA  programs.  We  have  been 
advised  by  the  Department  of  Labor's  Employment  and  Training  Administration  that 
for  program  year  ending  June  30,  1993,  JTPA  title  III  (dislocated  workers)  served 
31,911  veterans,  or  17  percent  of  the  total  who  completed  JTPA  title  III  programs. 
Similarly,  JTPA  title  II  (adults  and  youth)  served  25,800  veterans,  or  10  percent  of  the 
total  who  completed  that  program. 

Question  4.  How  will  proposed  changes  in  the  grant  awards  process  from  a  formula- 
based  to  a  competitive  system  affect  the  level  of  funding  for  grants  and  for  administra- 
tion of  JTPA  Title  IV-C  programs? 

Answer.  The  level  of  funding  for  individual  grants  under  the  competitive  system  of 
grant  awards  that  I  will  be  proposing  for  the  JTPA  IV-C  program  will  increase 
significantly.  The  current  range  for  formula-based  grants  runs  from  $55,000  to 
$712,000.  The  majority  of  the  10  to  15  competitive-awarded  grants  will  be  closer  to 
$800,000. 

Using  a  funding  amount  identical  to  that  available  last  year,  we  are  designing  a 
more  flexible  system  that  will  result  in  fewer  grants  but  in  as  many,  if  not  more, 
veterans  being  served.  The  fewer  multi-year  awards  will  necessitate  fewer  administra- 
tive entities  and  consequently  lower  administrative  costs  through  reduced  resource 
utilization  in  the  processing,  reporting,  and  monitoring  of  grants. 

Question  5.  Are  statutorily  mandated  DVOP  and  LVER  staffing  levels  adequately 
funded  under  the  proposed  budget?  If  not,  what  is  the  shortfall  in  terms  of  positions 
and  funds? 

Answer.  Under  the  statutory  formula  (using  current  VA  data),  1,968  positions  and 
$98,165,058  would  be  required  for  DVOP  in  FY  1995.  The  FY  1995  budget  request 
includes  $85,987,000  which  will  support  1,701  DVOP  positions. 

Sixteen  hundred  (1,600)  positions  are  legislatively  mandated  for  the  LVER  program, 
which  is  estimated  to  cost  $86,953,453  for  FY  1995.  The  FY  1995  budget  request 
includes  $79,808,000  which  will  support  1,466  LVER  positions. 

Question  6.  What  has  been  the  impact  of  the  TAP  program  on  the  workload  and  the 
performance  of  DVOP's  and  LVER's? 

Currently  we  estimate  that  less  than  2%  of  the  total  DVOP  specialist  and  LVER 
staff  hours  are  expended  in  the  conduct  of  TAP  workshops.  In  spite  of  the  additional 
TAP  workload,  the  State  Employment  Security  Agencies  have  reported  progressively 
increasing  numbers  of  total  veteran-related  activity.  DVOP  and  LVER  staff  perfor- 
mance data  indicate  increases  in  the  numbers  of  veterans  who  were  registered,  placed, 
and  obtained  employment  through  the  services  rendered  by  DVOP  and  LVER  staff  At 
this  level  of  DVOP/LVER  involvement  in  TAP  support,  and  considering  the  perfor- 
mance results  just  noted,  there  does  not  appear  to  be  a  significant  impact  from  TAP 
on  the  overall  workload  and  performance  of  the  DVOP  specialists  or  LVER  staff 

Question  7.  Explain  what  steps  VETS  will  take  to  adjust  to  the  elimination  of  the 
10  assistant  regional  administrator  positions. 

Answer.  Detailed  plans  are  now  being  developed  by  VETS'  ad  hoc  committees 
working  on  VETS'  FY  1994  goals.  These  ad  hoc  committees  will  be  presenting  their 
final  reports  and  recommendations  by  May  18,  1994. 

VETS  will  improve  its  management  effectiveness  despite  elimination  of  the 
assistant  regional  administrator  positions  by  restructuring  its  organization  and 
operations.  VETS  will  become  a  flatter  organization  with  fewer  management  levels,  a 
larger  span  of  managerial  control,  and  increased  accountability  at  all  levels  within  the 
agency.  VETS  also  will  improve  its  management  information  and  electronic  communi- 
cations system,  and  emphasize  staff  training. 

Question  8.  Current  funding  for  SMOCTA  will  be  expanded  by  the  end  of  1996.  The 
President's  budget  estimates  that  11,268  fewer  trainees  will  be  served  by  this  program 
in  FY  1995  than  in  1994. 

A)  Please  comment  on  the  reduced  workload  for  FY  1995.  Will  the  demand  for 
SMOCTA  be  lower  in  FY  1995? 

B)  Do  you  see  a  continued  need  for  SMOCTA  after  1996? 
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Answer.  The  budget  narrative  projecting  enrollments  by  fewer  veterans  during  FY 
1995  was  prepared  by  the  Department  of  Veterans  Affairs  (VA).  VA  advises  us  that  the 
projected  number  of  trainees  was  based  upon  the  funds  already  made  available,  since 
the  Service  Members  Occupational  Conversion  and  Training  Act  (SMOCTA)  is  a 
capped  program.  Eligible  veterans  will  continue  to  be  trained  until  all  remaining  funds 
are  depleted. 

The  Department  of  Defense  estimates  that  271,000  servicemembers  will  be 
separated  in  FY  1996,  and  more  than  a  quarter  of  a  million  in  FYs  1997  and  1998. 
These  individuals  could  benefit  from  the  type  of  assistance  that  is  now  available  under 
SMOCTA.  SMOCTA  is  a  new  program,  however,  and  we  have  not  yet  assessed  its 
effectiveness.  The  law  does  require  that  certain  data  be  collected  on  completion  of 
training,  which  will  help  us  evaluate  the  effectiveness  of  SMOCTA  assistance. 


PREHEARING  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  THE 
DEPARTMENT  OF  VETERANS  AFFAIRS 

Question  1.  If  eligibility  for  VA's  pilot  program  for  non-institutional  long-term  care 
(in  section  1720C  of  Title  38)  was  extended,  as  proposed  in  H.R.  2034,  to  all  veterans 
eligible  for  nursing  home  care  under  Chapter  17  and  in  need  of  such  care,  and  the 
funding  source  was  specified  as  that  available  for  community  nursing  home  care,  what 
would  be  the  impact  of  those  changes  on  the  community  nursing  home  funding  level? 

Answer.  VA  is  committed  to  diverting  up  to  15  percent  of  its  Community  Nursing 
Home  (CNH)  care  budget,  or  $49.2  million  in  1994,  to  community-based  long-term  care 
programs.  No  adjustments  or  additional  funding  is  requested  within  that  framework. 
Currently,  VA  estimates  that  $14.6  million  will  be  used  for  the  alternative  programs 
in  FY  1994.  This  amount  is  significantly  less  than  the  original  plan  of  diverting  up  to 
15  percent  of  the  CNH  budget,  largely  due  to  limitations  on  eligibility. 

VA  can  expand  the  use  of  alternatives,  primarily  Homemaker/Home  Health  Aide 
Services  (H/HHA)  and  Contract  Adult  Day  Health  Care  (CADHC)  without  changes  to 
the  overall  budget  level  for  the  CNH  Program. 

Question  2.  VA  consistently  says  research  is  the  answer  to  many  pressing  problems 
of  our  veterans,  for  example,  PTSD  and  Persian  Gulf  War  illnesses.  This  year  there  is 
a  $41  million  cut  in  research  and  a  cut  of  830  research  personnel  proposed.  What  areas 
of  research  will  be  cut  as  a  result  of  these  funding  and  personnel  cuts? 

Answer.  VA  conducts  research  in  many  high  priority  areas  such  as  aging,  AIDS, 
PTSD,  spinal  cord  injury,  substance  abuse/alcoholism,  heart  disease,  diabetes,  cancer 
and  health  related  problems  of  Vietnam  era  veterans,  former  prisoners  of  war  and 
female  veterans.  VHA  is  currently  conducting  a  merit  review  of  both  on-going  and  new 
research  proposals  for  FY  1995.  Projects  receiving  the  highest  priority  rankings  will 
be  funded  within  the  resources  available  for  FY  1995.  While  we  cannot,  now,  identify 
which  projects  will  not  be  funded,  those  with  the  highest  priority,  as  listed  above,  will 
receive  continued  support  in  1995. 

Question  3.  Clinical  research  on  the  "mysterious  illnesses"  experienced  by  the 
Persian  Gulf  War  veterans  will  be  conducted  in  several  VA  medical  centers  (for 
example,  the  Birmingham  VAMC  will  study  neuropsychiatric  illnesses  in  Persian  Gulf 
War  veterans).  What  financial  resources  and  FTE  are  being  provided  to  the  centers 
involved  to  carry  out  this  research? 

Answer.  Up  to  $50,000  will  be  awarded  per  medical  center.  Proposals  are  now 
being  reviewed,  and  no  awards  have  been  made  as  of  yet.  It  is  anticipated  that  up  to 
four  such  projects  will  be  funded. 

Regarding  your  example  of  the  Birmingham  VAMC's  study  of  neuropsychiatric 
symptoms  in  Persian  Gulf  veterans,  this  is  considered  to  be  a  clinical  study  and  not 
a  formal  research  activity.  As  such,  Birmingham  VAMC  received  $100,000  in  non- 
recurring funds  with  no  FTE  in  FY  1994. 

Question  4.  VA  has  proposed  three  research  centers  for  the  purpose  of  developing 
expertise  in  multiple  chemical  sensitivities.  What  is  the  anticipated  cost  in  FY  1995 
for  these  three  environmental  hazards  research  centers? 

Answer.  VA  plans  to  fund  up  to  three  environmental  hazard  research  centers,  with 
a  funding  level  of  $500,000  each  in  FY  1995. 

Question  5.  Numerous  scientists  have  been  called  for  epidemiological  studies  to 
identify  risk  factor  for  Persian  Gulf  War  Illnesses.  How  much  is  included  in  the  FY 
1995  budget  for  such  research? 
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Answer.  Funds  were  first  budgeted  in  FY  1994  for  longitudinal  health  surveillance 
of  Persian  Gulf  War  veterans.  The  requested  funds  to  continue  these  efforts  in  FY  1995 
total  $150,000.  VA  Environmental  Epidemiology  Service  conducts  these  reviews  using 
information  from  VA's  Persian  Gulf  War  Veterans  Health  Registry,  a  computer  file  of 
over  670,000  service  persons  identified  by  the  Department  of  Defense  as  having  served 
in  the  Persian  Gulf  area  during  the  war  (provided  to  VA  by  the  Defense  Manpower 
Data  Center)  and  other  available  data. 

Under  the  terms  of  Public  Law  102-585,  VA  and  DOD  have  entered  jointly  into  an 
agreement  with  the  Medical  follow-up  Agency,  National  Academy  of  Sciences  (NAS), 
for  reviews  of  existing  scientific,  medical  and  other  information  on  the  health 
consequences  of  military  service  in  the  Persian  Gulf  theater  of  operations  during  the 
war.  Possible  NAS  recommendations  may  result  in  "general  epidemiologic"  research 
of  these  veterans.  The  agreement  is  funded  for  $500,000  each  fiscal  year  for  ten  years 
beginning  in  FY  1994  (VA  provides  $250,000  each  year  and  DOD  provides  $250,000 
each  year). 

As  noted  in  responses  to  other  questions,  VA  plans  to  devote  significant  resources 
in  the  FY  1995  budget  for  the  establishment  of  up  to  three  research  centers  which  will 
conduct  merit-reviewed  research  designed  to  assist  in  determining  the  environmental 
health  hazards  of  service  in  areas  such  as  the  Persian  Gulf  during  the  war. 

Question  6.  The  President's  proposed  budget  calls  for  major  cuts  in  FTE.  Is  VA 
going  to  suggest  to  directors  that  they  move  ahead  immediately  in  cutting  research 
personnel  and  canceling  certain  research  projects,  as  was  done  last  year,  or  will  any 
cuts  be  deferred  until  Congress  passes  the  FY  1995  appropriations? 

Answer.  During  FY  1994,  VA  central  office  management  will  work  with  the  field  to 
initiate  a  phase  down  of  staffing  levels  anticipated  in  FY  1995.  To  begin  this  process, 
VHA  has  directed  the  field  to  utilize  contracts,  such  as  Intergovernmental  Personnel 
Act  agreements,  instead  of  hiring  research  personnel  as  federal  employees  to  the 
greatest  extent  possible. 

Regarding  the  cancellation  of  research  projects,  at  this  time  all  ongoing  and  newly 
proposed  research  projects  are  undergoing  a  rigorous  merit  review  process.  This 
process  will  be  concluded  by  early  summer  1994.  None  of  the  ongoing  research  projects 
will  be  canceled  until  this  review  process  has  been  completed. 

Question  7.  The  President's  proposed  budget  calls  for  a  reduction  of  3,700  FTE 
within  VHA.  Please  indicate  the  assumptions  underlying  these  reductions,  including 
any  information  available  on  the  percent  of  cuts  planned  for  various  VA  health  care 
professionals?  Please  list  the  four  categories  of  professionals  who  are  to  experience  the 
greatest  percentage  cuts  and  the  four  categories  that  are  proposed  for  the  smallest 
cuts. 

Answer.  The  Veteran  Service  Area  (VSA)  concept  will  replace  the  current  regional 
structure  and  function  as  business  offices  in  order  to  reduce  gaps  and  duplication  of 
services,  promote  flexibility  and  innovation,  reduce  competition  and  increase 
cooperation  among  area  facilities.  The  1995  request  for  VA's  Medical  Care  program 
proposes  to  reduce  employment  by  streamlining  operations,  purchasing  services  from 
the  private  sector,  consolidation  of  clinical  and  support  services  and  mission 
realignments.  The  perspective  reflected  in  the  budget  puts  a  premium  on  the  actual 
job  that  needs  to  be  accomplished  and  permits  management  to  choose  the  administra- 
tive means  to  satisfy  the  local  situation. 

Question  8.  Recently,  VA  announced  plans  for  a  number  of  significant  initiatives  for 
addressing  the  enormous,  growing  backlog  of  claims  at  the  regional  offices,  including 
the  implementation  of  the  recommendations  of  the  Blue  Ribbon  Panel.  Yet  the  FY  1995 

budget  includes  a  reduction  of  622  FTE  for  VBA over  half  of  which  are  to  be  cut 

from  support  to  the  compensation,  pension,  and  education  programs.  While  resources 
certainly  cannot  be  the  sole  answer  to  the  backlog  problem,  there  is  no  question  that 
taking  resources  away  from  the  problem  will  be  extremely  detrimental.  Please  explain 
how,  with  fewer  employees,  VA  will  be  able  to  reduce  the  VBA  backlog  and  implement 
the  new  initiatives. 

Answer.  Compensation  and  Pension  Service: 

Recognizing  the  finite  nature  of  current  and  future  resources,  VBA  has  focused  on 
initiatives  which  can  be  accomplished  within  existing  or  expected  resources.  With  a 
very  few  exceptions,  the  recommendations  from  the  Blue  Ribbon  Panel  fall  within 
these  limits. 

The  drop  in  the  1995  FTE  ceiling  is  not  as  draconian  as  first  appears.  P.L.  101-508, 
the  Omnibus  Budget  Reconciliation  Act  of  1990  (OBRA),  allows  VBA  to  use  funds  from 
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the  compensation  and  pension  benefits  appropriation  (as  opposed  to  General  Operating 
Expenses  appropriation)  to  pay  for  FTE  required  to  administer  four  of  the  OBRA 
provisions.  The  CP&E  ceiling  of  4,505  FTE  for  1994  includes  481  of  these  "OBRA" 
positions.  In  1995,  the  volume  of  OBRA  workload  will  decrease  sharply,  and  only  132 
FTE  will  be  required.  This  factor  causes  the  total  1995  FTE  ceiling  to  drop  to  4,163. 
However,  as  shown  in  the  table  below,  if  the  OBRA  staffing  is  subtracted  from  the 
total,  it  becomes  apparent  that  the  number  of  personnel  available  to  work  non-OBRA 
cases  will  actually  increase  slightly  over  the  1994  level. 


Total  FTE 

OBRA  FTE 

Non-OBRA  FTE 

1994 

4,505 

481 

4,024 

1995 

4,163 

132 

4,031 

Difference 

-342 

-349 

+7 

Despite  the  new  initiatives  and  despite  the  maintenance  of  our  non-OBRA  staffing, 
the  number  of  cases  pending  at  the  end  of  1995  will  grow.  Over  the  past  few  years  the 
processing  of  compensation  and  pension  claims  has  increased  in  complexity.  As  a 
result,  the  Adjudication  Divisions  must  expend  more  resources  to  complete  each  claim. 
The  most  dramatic  example  is  in  the  area  of  initial  compensation  claims,  where  the 
amount  of  direct  labor  time  required  to  complete  each  claim  has  increased  by  over  80% 
since  October  1989. 

Education  Service: 

We  are  considering  plans  to  further  regionalize  the  education  claims  processing  into 
fewer  regional  offices,  thus  taking  advantage  of  the  efficiencies  of  specialization  and 
also  allowing  the  C&P  claims  examiner  to  concentrate  wholly  on  that  backlog.  As  60% 
of  the  education  workload  is  already  regionalized  to  the  Regional  Processing  Offices, 
consolidation  for  much  of  the  rest  can  be  accomplished  over  time  at  a  minimal  cost. 

Question  9.  In  VA's  FY  1995  budget  submission,  there  are  references  to  the 
Department's  engineering  efforts  with  respect  to  the  adjudication  process,  in  particular, 
actions  that  will  be  taken  to  implement  the  recommendation  of  the  Blue  Ribbon  Panel 
on  Claims  Processing.  However,  there  is  little  detail  concerning  the  cost  of  implement- 
ing the  various  changes  involved.  Please  explain  how  the  budget  submission  accounts 
for  the  implementation  of  the  recommendations  of  the  Blue  Ribbon  Panel  in  the 
amount  requested  for  VBA. 

Answer.  From  its  very  beginnings,  the  Panel  recognized  the  finite  nature  of  current 
and  future  resources.  Thus,  with  few  exceptions,  the  Panel's  recommendations  can  be 
accomplished  with  existing  or  expected  resources.  The  exceptions  (e.g.,  the  development 
of  sophisticated  training  technology  such  as  video-conferencing  and  the  use  of  satelUte 
transmission)  will  require  additional  funding,  but  the  amount  has  not  yet  been 
determined.  We  are  confident  that  the  Panel's  recommendations  will  be  cost-effective, 
simply  because  we  are  adding  very  little  cost  to  the  process. 

Question  10.  VA's  budget  submission  to  0MB  included  nearly  $56  milhon  more  for 
the  GOE  account  for  VBA  than  the  President's  budget  request  to  Congress.  Please 
identify  the  intended  purposes  for  the  additional  $56  million  and  explain  why  the 
additional  funds  were  considered  necessary  by  VA. 

Answer.  We  will  promptly  provide  copies  of  information  upon  clearance  by  0MB. 

Question  11.  The  Board  of  Veterans'  Appeals  also  faces  a  tremendous  case  backlog. 
However,  the  FY  1995  budget  submission  requests  an  increase  over  FY  1994  of  only 
3  FTE  for  the  BVA.  Current  legislative  proposals  to  change  the  organization  and 
procedures  of  the  BVA  notwithstanding,  how  will  BVA  be  able  to  reduce  the 
overwhelming  backlog  of  appeals  that  currently  exists  with  practically  no  increase  in 
FTE? 

Answer.  The  legislative  proposals  referred  to  in  this  question  would, (1)  amend  the 
current  statutory  requirement  that  appeals  be  decided  by  panels  of  three  members  of 
the  Board  of  Veterans'  Appeals  and  permit  appeals  to  be  decided  by  single  members 
of  the  Board;  and  (2)  remove  the  current  statutory  cap  on  the  number  of  board 
members.  We  believe  the  changes  this  proposed  legislation  would  bring  about  to  BVA 
operations  represent  the  best  means  available  for  tackling  BVA's  appellate  backlog  and 
should  be  enacted  immediately.  In  addition  to  this  legislative  proposal,  BVA  has 
undertaken  a  series  of  initiatives  designed  to  improve  decision  productivity  and  reduce 
response  time.  The  following  are  short-term  BVA  measures  for  productivity  and 
timeliness  improvement. 
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Limit  preparation  of  certified  evidence  lists  to  only  those  decisions  in  which  a 
Notice  of  Appeal  has  been  filed  with  the  Court  of  Veterans  Appeals.  (Approved 
by  the  Secretary  and  implemented  February  7,  1994) 

Appoint  additional  acting  board  members  from  within  BVA  staff  counsel  ranks 
to  eliminate  bottlenecks  in  reviewing  tentative  decisions. 

Decrease  collateral  duties  of  board  members,  such  as  providing  commentary  on 
motions  for  reconsideration,  to  increase  time  spent  on  decision  making, 
(implemented  effective  January  25,  1994) 

Institute  revised  decision  production  goals  for  board  sections.  (Implemented 
effective  January  31,  1994) 

Restrict  BVA  Quality  Review  returns  of  decisions  to  board  sections  to  substan- 
tive matters  only.  (Implemented  effective  January  24,  1994) 

Suspend  current  plans  to  reduce  the  number  of  specialty  jurisdictions  assigned 
to  individual  board  sections.  (Implemented  effective  January  19,  1994) 

Revise  BVA  decision  preparation  instructions  to  truncate  the  procedural  history 
of  the  case  provided  in  the  "Introduction"  section  of  the  decision.  (Implemented 
effective  January  25,  1994) 

Implement,  effective  February  1,  1994,  procedures  for  advance  docketing  of 
appeals  to  the  Board.  Under  this  procedure,  which  has  been  developed  in 
cooperation  with  the  Veterans  Benefits  Administration,  cases  in  which  a 
substantive  appeal  has  been  filed  will  be  placed  on  BVA's  docket  while  the 
claims  folders  will  remain  at  the  originating  agency  until  BVA  is  ready  to 
consider  that  case  in  its  order  on  the  docket.  This  change  will  have  several 
beneficial  effects,  one  of  which  is  to  reduce  the  time  and  staffing  devoted  to 
responding  to  Congressional  and  veteran  case  status  inquiries,  as  well  as  the 
frequent  transfer  of  records  between  BVA  and  VA  Regional  Offices.  (Imple- 
mented effective  February  1,  1994) 

The  following  initiatives  will  take  longer  than  four  months  to  accomplish  and  are 
intended  as  mid-term  measures: 

•  Explore  and  develop  new  incentives  for  exceptional  performance  and  special 
contributions  to  the  accomplishment  of  BVA's  mission,  including  group  incentive 
awards  and  performance  awards  for  board  members. 

•  Revise  methods  of  case  assignment  to  insure  that  all  cases  are  reviewed  by  a 
board  member. 

•  Temporarily  suspend  scheduling  new  personal  hearings  in  cases  on  appeal.  All 
hearings  now  scheduled  will  be  conducted.  Future  hearings  will  be  scheduled 
and  held  at  a  time  proximate  to  that  when  the  case  will  be  reached  on  the 
Board's  docket. 

•  Implement  a  revised  performance  plan  for  staff  counsel,  including  a  new 
standard  on  timeliness.  (Implemented  on  a  test  basis  effective  February  1, 
1994.) 

•  Review  all  staffing  not  directly  associated  with  generation  of  BVA  decisions  to 
determine  whether  such  positions  can  be  combined,  eUminated  or  changed  to 
maximize  allocation  of  personnel  to  board  member  and  staff  counsel  positions. 

The  following  measures  consist  of  actions  that  will  require  more  long-term 
implementation  actions: 

•  Explore  legislative  alternatives  that  will  enable  BVA  to  more  effectively  focus 
decision-making  resources  on  issues  of  substance  rather  than  form. 

•  Fundamentally  re-examine  the  way  in  which  BVA  does  business;  develop  and 
consider  any  and  all  changes  that  may  enable  the  Board  to  more  effectively  meet 
the  challenges  posed  by  today's  adjudication  and  appellate  environment. 

Question  12.  The  budget  submission  indicates  that  the  workload  associated  with 
the  Omnibus  Budget  Reconciliation  Act  of  1990  is  expected  to  be  reduced  significantly 
in  FY  1995,  and  requests  68  percent  fewer  FTE  to  support  OBRA.  This  is  difficult  to 
understand,  particularly  in  light  of  the  fact  that  some  of  the  OBRA  1990  provisions 
were  extended  in  OBRA  1993,  although  the  budget  submission  explains  that  the 
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reduction  is  in  part  due  to  the  successes  of  the  income  matches  required  by  OBRA.  Are 
successful  matches  the  sole  reason  for  this  expected  decrease  in  OBRA  workload? 

Answer.     The  table  below  outlines  the  actual/anticipated  OBRA  caseload  for  1993- 
1995. 


FY  1993 

FY  1994 

FY  1995 

Pension  Income  Verification 

133,000 

104,000 

54,000 

Medicaid/Nursing  Home  Care 

90,400 

30,000 

28,000 

Social  Security  Number  Verification 

0 

410,000 

60,000 

Total 

223,400 

544,000 

142,000 

Workload  from  the  pension  income  verification  matches  is  dropping  for  two 
reasons:  the  VA  pension  rolls  are  shrinking  and  past  matches  have  identified  and 
resolved  most  problem  cases. 

Workload  for  the  Medicaid/nursing  home  care  provision  was  high  in  1993  because 
we  did  a  one-time  review  of  all  surviving  spouse  pension  cases  in  order  to  identify 
those  subject  to  the  $90  pension  cap.  Future  caseloads  will  consist  only  of  veterans  and 
surviving  spouses  who  become  subject  to  this  OBRA  provision  as  they  enter  a  nursing 
home  or  become  Medicaid-eligible. 

In  1994  we  will  complete  our  first  social  security  number  verification  project.  Afl:er 
this  "clean-up,"  future  matches  should  be  comprised  of  cases  that  have  come  on  to  the 
VA  rolls  since  the  last  match. 

Question  13.  In  the  wake  of  judicial  review,  training  of  adjudication  personnel 
clearly  has  become  increasingly  important  and  will  become  even  more  important  in  the 
effort  to  reduce  the  claims  backlog.  The  FY  1995  budget  submission  describes  VA's 
training  efforts  for  fiscal  years  1994  and  1995  and  indicated  that  during  1994,  VA  will 
train  517  adjudication  personnel. 

Question  13a.  How  many  adjudication  personnel  does  VA  expect  to  train  in  FY 
1995?  (Please  specify  the  breakdown  of  first-year  adjudicators  and  new  rating 
specialists  and  others.) 

Answer.     Compensation  and  Pension  Service: 

Although  the  question  specifically  addresses  expected  trainees  for  FY  1995,  we 
must  first  discuss  FY  1994.  Hiring  and  promotions  in  the  regional  offices  have  been 
slow  through  the  second  quarter  1994  due  to  a  variety  of  reasons:  some  employees 
have  postponed  their  retirement  in  anticipation  of  a  bonus  package,  some  offices  are 
reorganizing  or  consolidating  functions,  some  have  experienced  FTE  ceiling  cutbacks, 
and  some  have  imposed  a  hiring  freeze  as  available  funding  is  examined.  This  all 
means  that  the  number  of  eligible  persons  qualifying  for  adjudication  training  courses 
is  falling  below  what  was  expected.  We  had  planned  to  train  517  students  in  1994,  but 
at  this  time  it  does  not  appear  that  there  will  be  that  many  qualifying  trainees  for  the 
courses  C&P  Service  offers.  The  revised  numbers  for  FY  1994,  by  key  groups  of 
adjudication  personnel,  are  as  follows: 


First-year  (new)  adjudicators 

179 

First-year  (new)  rating  specialists 

125 

Hearing  Officers 

60 

Journeyman  (experienced)  specialists 

60 

FY  1994  Estimated  Total 

424 

Although  the  Compensation  and  Pension  Service  has  not  as  yet  finalized  centralized 
training  plans  for  Fiscal  Year  1995,  a  tentative  schedule  has  been  drawn  up  for  the 
following  adjudication  groups: 


First-year  (new)  adjudicators 

192 

First-year  (new)  rating  specialists 

120 

First-year  (new)  rating  technicians 

50 

Journeyman  (experienced)  rating  specialists 

110 

First-year  (new)  adjudication  supervisors 

55 

FY  1995  Estimated  Total 

527 

92 

The  Education  Service  will  train  60  adjudicators  of  whom  one-half  will  have  more 
than  one  year  of  experience. 

Question  13b.  How  much  will  this  training  cost,  and  of  that  amount,  how  much  will 
be  spent  specifically  on  the  Veterans  Benefits  Academy? 

Answer.  Compensation  and  Pension  Service: 
All  of  these  classes,  while  held  at  the  training  facility  in  Baltimore  (Veterans 
Benefits  Academy),  are  funded  by  the  Compensation  and  Pension  Service.  Cost  for  the 
1995  classes  includes  $762,380  for  travel  expenses  for  trainees  and  instructors,  and 
approximately  $15,000  for  supplies,  training  materials,  etc.  No  Compensation  and 
Pension  Service  funds  are  spent  on  maintenance  of  the  physical  plant  at  the  Academy, 
nor  for  its  small  full-time  staff 
Education  Service: 

This  training  will  cost  $75,000,  all  of  which  will  be  spent  at  the  Academy. 

Question  14.  Current  funding  for  SMOCTA  will  be  expended  by  the  end  of  1996. 

Question  14a.  Please  give  a  breakdown  of  the  use  of  SMOCTA  funds  for  administra- 
tion and  wage  subsidies,  and  provide  figures  on  the  numbers  of  persons  who  have  been 
placed  in  permanent  jobs  as  a  result  of  the  program. 

Answer.  Under  P.L.  102^84,  6  percent  of  all  funds  appropriated  for  SMOCTA  are 
to  be  used  for  administration.  As  of  February  15,  1994,  1,400  veterans  have  been 
placed  in  job  training  programs. 

Question  14b.  What  is  the  basis  for  the  estimate  of  11,268  fewer  trainees  in  FY 
1995? 

Answer.  SMOCTA  is  a  capped  program  ($76.4  million  has  been  appropriated  for  the 
training  of  veterans)  trainees  were  projected  based  on  the  funds  available. 

Question  14c.  What  workload  and  outcomes  do  you  anticipate  during  FY  1995. 

Answer.  Because  SMOCTA  is  an  appropriation  specific  program  (see  14B),  we 
anticipate  placing  as  many  veterans  into  job  training  programs  as  the  funds  will  allow. 
As  of  February  15,  1994,  just  six  months  into  the  program,  we  have  placed  1,400 
veterans  in  training  programs,  we  have  approved  2,200  employers,  and  we  have 
processed  25,000  veteran  applications. 

Question  14d.  Will  available  funds  be  adequate  to  meet  the  FY  1995  workload? 

Answer.  Based  on  the  current  rate  of  growth,  available  funds  appear  to  be  adequate 
to  meet  the  FY  1995  workload. 

Question  Me.  Do  you  foresee  a  continued  need  for  SMOCTA  after  1996? 

Answer.  With  the  continued  right-sizing  of  the  military  and  the  need  to  help 
servicepersons  transition  into  the  civilian  workforce,  there  will  still  be  a  need  for  viable 
job  training  programs  such  as  SMOCTA  in  1996. 

Question  15.  What  is  the  average  caseload  of  the  VR&C  staff  and  how  much  is  it 
expected  to  increase  after  the  reduction  in  employees,  given  the  anticipated  increase 
in  workload? 

Answer.  In  1995,  48,000  disabled  veterans  will  participate  in  VA's  Vocational 
Rehabilitation  and  Counseling  Program,  which  is  an  increase  of  3,300  over  the  1994 
level.  With  this  level  of  participation,  we  estimate  that  the  Vocational  Rehabilitation 
Specialist  (VRS)  average  caseload  in  1995  will  be  286,  which  is  a  increase  of  28  cases 
per  VRS  over  the  1994  level.  Additionally,  the  Counseling  Psychologist  (CP)  average 
monthly  caseload  in  1994  and  1995  will  be  capped  at  28  to  maintain  an  acceptable 
level  of  quality  in  service  delivery.  As  a  result,  the  C&P  workload  in  1995  will  include 
few  elective  educational/vocational  counseling  cases.  We  estimate  that  a  backlog  will 
exist  in  educational/vocational  counseling  of  10  and  24  months  in  1994  and  1995, 
respectively.  The  pending  chapter  31  C&P  workload  will  increase  from  11  months  in 
1994  to  12  months  in  1995. 

Budget  and  Finance  Staff-  Adjudication  Division 

Question  16.  How  will  the  $27.5  million  increase  in  obligations  for  VR&C  be 
allocated? 

Answer.  The  increase  of  $27.5  million  in  VR&C's  1995  obligations  will  provide  for 
3,300  additional  trainees  and  an  increase  of  40  adaptive  equipment  items  over  the 
1994  estimate.  Subsistence  allowance  rates,  tuition,  books,  supplies,  and  adaptive 
equipment  purchases  also  increased  by  normal  inflation  adjustments  consistent  with 
current  economic  assumptions  (increase  in  projected  CPI). 

Question  17.  The  President's  request  for  readjustment  benefits  is  $8.2  million  less 
than  VA's  submission  to  0MB.  Please  identify  the  purposes  for  which  the  additional 
$8.2  million  was  requested  and  explain  why  the  additional  funds  were  considered 
necessary  by  VA. 


93 

Answer.  When  we  prepared  the  1995  0MB  budget  submission,  the  estimated 
amounts  for  each  year  were  predicated  on  six  months  of  1993  actuals  (October  through 
March).  The  Congressional  budget  submission  was  reestimated  based  on  12  months 
of  1993  actual  experience.  This  resulted  in  lowering  the  1995  requirements  by  $8.2 
million  from  the  estimate  provided  in  VA's  submission  to  0MB. 

Question  18.  Please  identify  all  construction  projects  that  were  included  in  VA's 
budget  request  to  0MB.  Include  project  description,  priority  rating,  and  funding 
requested.  For  each  project  requested  by  VA  but  not  included  in  the  President's  budget, 
please  explain  why  the  project  was  considered  necessary  by  VA. 

Answer.  VA  requested  the  same  list  of  projects  from  0MB  as  are  requested  in  the 
President's  budget  for  major  construction  and  reflected  in  the  investment  fund  proposal 
for  FY  1995.  A  copy  of  the  prospectus  for  each  project  is  attached. 

Question  19.  Funding  for  major  construction  projects  would  decline  from  $475.7 
milhon  to  $141.5  million,  or  70  percent  from  the  FY  1994  level,  under  the  President's 
proposal. 

Question  19a.  How  will  this  decrease  affect  the  ability  of  VA  to  achieve  its  health 
care  mission? 

Answer.  This  decrease  is  not  expected  to  affect  the  ability  of  VA  to  achieve  its 
health  care  mission.  VA  has  and  will  continue  to  provide  high  quality  care  to  the 
eligible  veterans  it  is  currently  serving.  This  ability  is  expected  to  be  enhanced  with 
VA's  transition  to  national  health  care  reform  as  proposed  in  the  President's  Health 
Security  Act. 

Question  19b.  What  impact  will  this  decrease  have  on  any  immediate  unmet  need 
for  access  to  medical  care  for  veterans? 

Answer.  This  decrease  has  no  impact  on  any  immediate  unmet  need  for  access  to 
medical  care  for  currently  eligible  veterans.  The  budget  request  contains  two  medical 
centers  in  Florida  and  California  which  will  honor  long-standing  commitments  to 
increasing  access  to  care  in  these  States.  With  the  investment  fund  VA  proposes  to 
create  many  additional  primary  care  access  points  via  contract,  sharing  or  leasing. 

Question  19c.  What  impact  will  it  have  on  the  availability  of  long-term  care,  and 
how  critical  is  the  need  for  long-term  care  currently  and  in  the  foreseeable  future? 

Answer.  The  availability  of  long-term  care  is  not  affected  by  the  decrease  in  the 
construction  request.  All  bed  projects,  including  those  addressing  long  term  care  needs 
are  on  hold  pending  development  of  options  for  meeting  critical  long-term  care  needs 
consistent  with  the  blueprint  on  VA  health  care  reform.  Development  of  this  blueprint 
is  under  way. 

Question  20.  What  serious  deficiencies  at  existing  facilities  will  not  be  corrected  in 
FY  1995  due  to  the  decrease  in  funding? 

Answer.  The  decrease  in  funding  has  no  impact  on  correcting  serious  deficiencies 
at  existing  facilities.  Although  other  projects  to  correct  serious  ambulatory  care 
deficiencies  have  been  reconfirmed  or  identified  through  the  November  1993 
submission  of  facility  five-year  plans,  these  projects  are  not  sufficiently  developed  to 
use  funds  in  FY  1995.  Other  projects  intended  to  improve  access  to  long-term  inpatient 
care  or  to  improve  patient  privacy  and  amenities  are  on  hold  pending  approval  of 
national  health  care  reform  initiatives  in  the  near  future. 

Question  21.  Please  identify  leases  for  which  funding  is  proposed  in  FY  1995. 

Answer.  The  chart  below  provides  the  detail  of  the  requested  dollar  change  for 
leases  ($-25,972,000)  in  FY  1995: 

Direct  and  GSA  (RENT)  Leases  and  Locations 


Lease  Costs  *  ($000) 

Change  by  Location — GSA 

Denver,  CO  (Distribution  Center/Expansion) 

$191 

Miscellaneous  Expansions 

$375 

Total 

$566 

Annualization  by  Location — GSA  Rent 

Birmingham,  AL  (Parking/New) 

$546 

Decatur,  GA  (IVM/Relocation/Expansion) 

$108 

Durham,  NC  (RMEC/Expansion) 

$4 

Durham,  NC  (RMEC/Relocation/Expansion 

$35 
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Salt  Lake  City,  UT  (ISC/Relocation/Expansion) 

$152 

San  Antonio,  TX  (Transcription  Unit) 

$4 

San  Francisco,  CA  (RDO  &  ISC/Expansion) 

$245 

Washington,  DC  (ISC/Expansion) 

$40 

Washington,  DC  (HCMCEC/New) 

$350 

Total 

$1,484 

Change  by  Location — Direct  Lease 

Hilo,  HI  (PTSD/Residential  Facility/New) 

$305 

Nashville,  TN  (Child  Care/New) 

$100 

New  Bedford,  MA  (OPC/Expansion/Relocation) 

$72 

Sacramento,  CA  (OPC/Expansion) 

$345 

Total 

$822 

Annualization  by  Location — Direct  Lease 

Ann  Arbor,  MI  (Parking/Expansion) 

$47 

Appleton,  WI  (OPC/New) 

$189 

Eugene,  OR  (Interim/OPC) 

$2 

Jennings,  LA  (PCC/New) 

$66 

Manchester,  NH  (HDT/New) 

$8 

Mt.  Home,  TN  (Warehouse/New) 

$22 

Northampton,  MA  (CWT/Expansion) 

$135 

San  Jose,  CA  (DTC/Expansion) 

$8 

Total 

$477 

Adjustments  IVM  Reimbursement — Decatur,  GA 

($108) 

Capital  Leases 

Prior  Year  Capital  Leases 

($43,329) 

Total  adjustments 

($43,437) 

1995  Capital  Leases 

Ponce,  PR  (OPC) 

$7,578 

Winston-Salem,  NC  (OPC) 

$6,538 

Total  1995  Capital  Leases 

$14,116 

GRAND  TOTALS 

($25,972) 

''Lease  costs  may  represent  partial  year  annualization 

IVMC  -Income  Verification  Match  Center 

RMEC  -Regional  Medical  Education  Center 

ISC  -Information  Systems  Center 

RDO  -Regional  Directors  Office 

HCMCEC  -Health  Care  Management  Continuing 

Education  Center 

PTSD  -Post-Traumatic  Stress  Disorder 

OPC  -Outpatient  Clinic; 

PCC  -Primary  Care  Clinic 

HDT  -Homeless  Day  Treatment 

CWT  -Compensated  Work  Therapy 

DTC  -Day  Treatment  Center 

Lease  Notification  Leases  Over  $300,000 


Location 

Description 

Birmingham,  AL 

GSA 

Hilo,  HI 

Operating  Lease 

Ponce,  PR 

Capital  Lease 

Sacramento,  CA 

Operating  Lease 

Washington,  DC 

Operating  Lease 

Winston-Salem,  NC 

Capital  Lease 
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Question  22.  Please  provide  a  breakdown  and  description  of  the  proposed  use  of 
funds  for  grants  to  the  States  for  nursing  home  beds  in  FY  1995. 

Answer.  The  August  15,  1993,  State  Home  Construction  Priority  List  identified 
construction  projects  in  the  amount  of  $33,997,000  that  are  targeted  for  FY  1995. 


State  (Locality) 

Description 

FY  1995 

CA  (Yountville) 

Renovate  Dom  J 

$221 

VT  (Bennington) 

Renovate  +7  Dom  Beds 

$112 

PA  (Spring  City) 

Dietary  NHC 

$3,808 

MA  (Holyoke) 

Handicap  Access  NHC 

$147 

NJ  (Menlo  Park) 

Fire  Protection  NHC 

$2,796 

MA  (Holyoke) 

Asbestos  NHC 

$139 

MA  (Holyoke) 

Sprinkler/Elev./NHC 

$307 

MA  (Holyoke) 

Electrical  System/NHC 

$456 

WI  (King) 

Water  Treatment/NHC 

$1,849 

WI  (King) 

Renovate  Food  Svc/NHC 

$975 

RI  (Bristol) 

Gen  Renovation  NHC 

$582 

CT  (Rocky  Hill) 

Life  Safety  Dom. 

$995 

ND  (Lisbon) 

Ren.  Laun/Bath  Dom. 

$110 

MA  (Chelsea) 

Fire  Alarm/Dom. 

$761 

OR  (Pending) 

New  151  Bed  NHC 

$8,325 

FL  (Pending) 

New  120  NHC 

$7,423 

CA  (Yountville) 

Renovate  NHC  1-3C-D 

$3,120 

CA  (Yountville) 

Renovate  NHC  Annex  I 

$1,871 

Subtotal 

$33,997 

Reserve  for  Contingencies 

$3,400 

GRAND  TOTAL 

$37,397 

Total  #  of  Nursing  Home  Beds 

271 

Total  #  of  Domiciliary  Beds 

7 

Question  23.  What  is  the  status  of  the  independent  review  of  VA's  construction 
management  program  called  for  by  the  Committee  during  the  FY  1994  major 
construction  project  authorization  process  in  the  Committee's  report  on  S.  1079  (S. 
Rept.  103-53,  p.  7)? 

Answer.  The  Committee  identified  several  areas  of  concern  which  seemed  to 
underlie  their  request  for  an  independent  study.  VA  continues  to  look  at  the  concerns 
expressed  in  the  SVAC's  Committee  Report.  For  example,  a  biannual  review  of  VA's 
Major  Construction  Prioritization  Methodology  specifically  addressed  some  of  the 
issues  previously  brought  up  by  Congress  regarding  national  priorities.  As  a  result  of 
the  review,  program  emphasis  weights  confirmed  a  high  priority  for  categories  such  as 
extended  and  ambulatory  care  programs,  patient  environment,  and  safety  projects. 

Alternatives  in  the  construction  procurement  process  are  explored  and  where 
appropriate  the  design-build  method  is  used.  In  recent  years  7  projects  have  been 
constructed  with  design-build,  one  D-B  project  (Hartford  Regional  Office)  is  currently 
under  design  ,  and  several  others  are  under  consideration. 

VA  carefully  evaluated  the  use  of  the  VA  Hospital  Building  System  (VAHBS)  prior 
to  its  recommended  inclusion  on  any  project.  The  VAHBS  approach  is  a  tool  for 
hospital  planning  and  organization  that  allows  wide  latitude  for  different  project 
requirements,  improved  maintenance,  and  building  flexibility.  One  aspect  of  the 
VAHBS,  interstitial  space,  has  been  the  subject  of  considerable  interest.  In  fact,  since 
1971  only  3.3%  of  VA's  major  projects  ave  been  constructed  with  interstitial  space. 

In  a  further  effort  to  improve  VA's  construction  program  there  was  a  major 
reorganization  in  late  1992  involving  VA's  construction  program  and  organization.  In 
January  1994,  the  Office  of  Construction  Management,  which  has  responsibility  for  the 
major  construction  program,  underwent  an  internal  reorganization  that  creates  project 
delivery  teams,  and  consulting  support  staff,  and  an  improved  client-support  focus. 
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VA  representatives  have  been  in  contact  with  the  SVAC  staff  and  intend  to  have 
further  discussions  concerning  the  need  for  an  independent  study  in  light  of  the  actions 
VA  has  already  taken. 

Question  24.  Describe  any  revisions  to  the  construction  project  prioritization 
methodology  that  have  occurred  since  1990,  and  explain  the  purpose  of  such  revisions. 

Answer.  The  current  methodology,  approved  by  the  Secretary  in  November  1990, 
contained  refinements  from  the  previous  methodology  to  prioritize  projects  of  the 
Veterans  Benefits  Administration  and  the  National  Cemetery  System,  and  to  revise 
program  emphasis  weights  to  recognize  the  increased  need  for  outpatient  improve- 
ments, nursing  home  care,  fire  safety  and  seismic  corrections.  This  current  methodol- 
ogy was  used  to  prioritize  projects  for  the  FY  1995  Budget  Submission. 

A  Task  Force  of  Departmental  Executives  has  recommended  amendments  to  the 
program  emphasis  weights  as  part  of  a  biannual  review  of  the  process  and  in  response 
to  congressional  interest  about  the  methodology's  capability  to  meet  the  needs  of  VA's 
aging  population.  Their  review  has  confirmed  a  high  priority  for  extended  and 
ambulatory  care  programs.  The  results  of  this  evaluation  will  be  coordinated 
throughout  VA  and  presented  to  the  Secretary  for  approval  in  FY  1994.  The  amended 
program  emphasis  weights  will  be  applied  to  the  FY  "996  Budget  Submission. 

Question  25.  A  $108.5  million  decline  in  obligations  for  the  Veterans'  Housing 
Program  accounts  is  justified  by  the  assumption  that  there  will  be  135,005  fewer  loans 
(including  fewer  refinances)  in  FY  1995  than  there  were  in  FY  1994. 

Question  25a.  On  what  is  this  assumption  based? 

Answer.  The  President's  FY  1995  budget  estimates  that  455,000  loans  will  be 
closed  in  FY  1994.  This  represents  an  increase  of  15.2  percent  over  FY  1993.  Fiscal 
years  1993  and  1994  contain  an  abnormally  high  number  of  refinancing  loans.  In  FY 
1993  38.6  percent  of  all  loans  were  for  the  purposes  of  refinancing.  This  is  projected 
to  increase  to  46.2  percent  in  FY  1994.  VA  has  contacted,  by  mail,  over  1.5  milUon 
veterans  with  GI  loans  bearing  interest  rates  of  8.5  or  higher  advising  them  regarding 
the  advantages  of  refinancing.  This  specialized  effort,  coupled  with  the  already  intense 
demand  for  refinancing,  is  the  basis  for  the  FY  1994  estimate. 

We  estimate  that  in  FY  1995  the  refinancing  bulge  will  significantly  subside. 
However,  320,000  loans  will  be  guaranteed,  a  higher  total  than  any  of  five  fiscal  years 
preceding  FY  1993.  The  mix  of  loans  will  be  less  refinancing  (23%)  and  more  purchase 
loans  consistent  with  a  strong  economy. 

Question  25b.  What  percentage  of  all  outstanding  home  loans  have  been  refinanced 
in  recent  years,  and  what  percentage  is  expected  to  be  refinanced  in  FY  1995? 

Answer.  The  following  chart  describes  the  number  of  refinancing  loans  as  a 
percentage  of  guaranteed  loans  outstanding  at  the  end  of  the  fiscal  year: 


FY 

Refinancing 
Loans 

Loans 
Outstanding 

Percent 

1988 

39,797 

3,964,649 

1.0 

1989 

15,938 

3,882,971 

0.4 

1990 

18,639 

3,807,155 

0.5 

1991 

15,999 

3,729,527 

0.4 

1992 

63,580 

3,643,659 

1.7 

1993 

152,388 

3,476,545 

4.4 

1994  est. 

210,000 

3,400,000 

6.2 

1995  est. 

73,600 

3,300,000 

2.2 

Question  26.  Is  the  assumed  decrease  in  the  home  loan  program  workload  expected 
to  be  long  term? 

Answer.  In  general,  we  believe  the  long  term  trend  for  home  loan  activity  is 
downward.  The  primary  reason  for  this  is  the  aging  veteran  population.  Veterans  of 
World  War  II  and  Korea  are  well  past  the  prime  ages  for  home  buying  (25-44).  Many 
veterans  of  the  Vietnam  era  have  already  passed  this  time  period.  There  are  fewer 
veterans  coming  behind  these  population  groups.  However,  the  home  loan  benefit  is 
available  for  the  veteran's  entire  life  and  there  are  approximately  27  million  veterans 
in  the  country.  With  low  interest  rates  and  a  strong  economy  the  program  should  be 
very  active  for  many  years  to  come. 

Question  27.  What  will  be  the  effect  on  staffing  in  the  home  loan  program  if  such 
decrease  occurs? 
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Answer.  We  cannot  predict  the  content  of  future  budget  submissions.  However,  it 
is  logical  to  assume  that  if  workloads  decline  over  the  long  term  that  the  Department's 
request  for  staffing  would  also  decrease. 

Question  28:  VHA's  FY  1995  IRM  appropriation  includes  $110.6  milUon  for  capital 
investment.  Please  provide  a  description  of  items  included  in  the  proposed  capital 
investment. 

Answer.  IRM  capital  investment  associated  with  activation  of  construction  projects 
is  estimated  at  $11  million  in  FY  1995. 

Centralized  computerized  systems  equipment  acquisition  in  support  of  the 
Decentralized  Hospital  Computer  Program  (DHCP)  is  estimated  at  $30.9  in  FY  1995. 
Current  plans  are  to  upgrade  the  disk  drives  at  the  70  medical  centers  utilizing  linked 
"486"  computers  to  decrease  system  downtime.  Also  we  intend  to  begin  clinical 
prototyping  of  functionality  for  the  automated  patient  record.  In  addition  to  testing 
electronic  patient  record  functionality,  this  prototyping  effort  will  enable  VHA  to 
establish  communication  paradigms  and  technical  architecture,  and  lay  the  ground- 
work for  information  exchange  among  VA  and  non-VA  caregivers  and  billing 
institutions.  Computer  workstations  for  the  clinical  staff  at  a  number  of  facilities  will 
also  be  procured  so  that  we  may  begin  the  implementation  of  the  Automated  Patient 
Record. 

We  anticipate  that  the  VAMCs  will  spend  approximately  $68.7  million  to  support 
various   increased  ADP  usage   needs  and   for  the  replacement  of  obsolete  ADP 
equipment.  Requirements  of  this  type  are  identified  from  approved,  facility  ADP 
planning  initiatives,  submitted  annually  by  the  field  stations. 
The  facility  ADP  initiatives  fall  into  four  categories: 

A.  Special  use  equipment  such  as  the  Computer  Assisted  Design  (CAD)  systems 
used  by  Engineering  Service. 

B.  Requirements  for  special  use  hardware  and  software  for  managerial  and  fiscal 
support  functions.  Micro  computers  and  minicomputers  often  are  necessary  to  be  able 
to  use  commercially  avaiilable  decision  support  software.  These  spreadsheets,  graphics, 
statistical  and  other  speciahzed  software  packages  are  used  to  transform  data  gathered 
through  DHCP,  CALM,  PAID,  and  AMIS  into  information  displays  amenable  to 
decision  support.  They  are  essential  tools  for  taking  full  advantage  of  the  data 
available. 

C.  Office  automation  functionality  needs  such  as:  word  processing,  spreadsheets, 
graphics,  electronic  mail,  appointment  calendars  and  telephone  directories.  Any  office 
automation  equipment  purchased  must  be  compatible  with  and  capable  of  exchanging 
data/text  with  the  existing  Decentralized  Hospital  Computer  Program. 

D.  Local  enhancements  to  DHCP  (CORE)  and  Special  User  Systems.  The 
Enhancements  to  DHCP  (CORE)  generally  provide  additional  terminals,  printers,  and 
other  hardware  to  extend  access  to  DHCP  data  to  various  elements  in  the  Medical 
Centers.  These  enhancements  help  maximize  the  value  of  DHCP  capabilities  by 
extending  its  availability  to  additional  hospital  functions  (ex:  Employees  performing 
quality  assurance,  cost  analysis,  and  other  analytic  functions). 

Question  29.  Please  provide  a  breakdown  and  description  of  funding  requested  and 
obligations  estimated  for  FY  1995  for  DHCP,  HOST,  CEHIST,  VBA  modernization, 
Veteran's  Master  Record  and  the  Financial  Management  System.  Note  any  differences 
between  VA's  request  and  the  President's  budget  for  each  item. 

Answer.  The  following  is  a  breakdown  and  description  of  funding  requested  and 
obligations  estimated  for  FY  1995  by  ADP  system: 

Decentralized  Hospital  Computer  Program  (DHCP):  The  original  request  for  FY 
1995  is  $163.5  million.  The  funding  for  1994  is  $171.5  million.  DHCP  provides 
automation  for  the  major  clinical,  management  and  administrative  functions  in  the 
medical  centers.  These  functions  include  but  are  not  limited  to  medical  administration, 
pharmacy,  clinical  laboratory,  radiology,  dietetics,  medical  records  tracking,  nursing, 
surgery,  mental  health  and  medical  care  cost  recovery.  Current  development  focuses 
on  automating  clinical  support  functions.  Recently  released  Health  Summary  software 
integrates  existing  clinical  data  from  ancillary  support  packages  into  patient  health 
summaries,  which  can  be  viewed  by  clinicians  either  on-Une  or  through  printed  reports. 
Health  Summary  has  been  well  received  by  the  clinician  community,  and  has 
demonstrated  significant  clinical  payoffs,  although  the  package  has  not  been  fully 
implemented  in  all  VAMCs.  In  addition,  the  hospitals  now  have  DHCP  front  end 
system  tied  to  the  major  corporate  systems  including  payroll,  accounting  and 
procurement. 
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Hybrid  Open  Systems  Technology  (HOST):  The  original  request  for  FY  1995  is 
$11.8  million,  The  funding  for  1994  is  $12.4  million.  The  HOST  program  is  the 
successor  to  the  Integrated  Hospital  System  (IHS)  program  mandated  by  Congress. 
The  purpose  of  the  new  program,  like  its  predecessor,  is  to  identify,  evaluate  and 
implement  new  and  innovative  commercial  hospital  information  system  technology  that 
has  applicability  in  the  VA  medical  care  system.  The  HOST  program  supports  VHA's 
mission  to  provide  the  best  possible  medical  care  to  veterans  by  making  advanced 
commercial  technology  available  to  VHA  care  providers.  Unlike  IHS  which  looked  to 
commercial  sources  to  meet  all  needs  of  the  medical  center,  HOST  is  a  hybrid  approach 
consisting  of  VHA's  existing  DHCP  and  selected  commercial  technology.  DHCP  will  be 
used  to  support  primarily  administrative  requirements  that  are  unique  to  VHA  and 
are  not  available  in  the  commercial  marketplace  except  through  expensive,  time 
consuming  custom  development.  Commercial  technology  will  be  selected  that  offers 
advanced  clinical  functionality  that  is  not  available  in  DHCP  but  is  relevant  to  both 
the  private  sector  and  VHA  environments.  The  hybrid  approach  will  allow  VHA  to  take 
advantage  of  the  best  of  the  DHCP  and  commercial  worlds  without  wasteful 
duplication  of  effort.  Initially,  interfaces  will  be  developed  by  the  commercial  vendors 
to  VHA  specifications  that  will  allow  the  commercial  and  DHCP  software  to 
communicate  and  share  information.  Eventually,  as  the  industry  move  towards  open 
systems  reaches  fruition,  DHCP  and  commercial  software  is  expected  to  be  available 
to  work  together  (i.e.,  plug-and-play)  without  custom  interfaces. 

Center  for  Evaluation  of  Healthcare  Information  System  Technology  (CEHIST): 
The  Host  program  is  the  successor  to  the  IHS  mandated  by  Congress.  The  CEHIST 
was  a  leading  participant  in  the  management  of  the  IHS  program  and  is  now  playing 
a  major  role  in  the  design,  planning  and  implementation  of  the  follow-up  HOST 
program,  which  will  blend  commercial  technologies  with  DHCP  at  the  medical  centers. 
Funding  for  this  ongoing  project  in  the  1995  budget  is  8  FTE  and  $562,470,000  and 
$587,078,000  and  the  same  FTE  in  the  1994  budget. 

VBA  Modernization:  Please  see  the  attached  chart  for  funding  estimated  to  be 
obligated  for  Modernization  in  1995.  A  major  difference  between  this  request  and  prior 
planning  is  reflected  in  the  fact  that  $25.5  million  to  be  used  for  the  Stage  three.  Long 
term  solution  award  is  requested  to  be  available  September  1,  1995  in  this  budget. 
Originally,  this  money  was  requested  to  be  available  October  1,  1994  in  the  amount 
of  $29.3  million. 

Master  Veteran  Record  (MVR):  With  current  service  funds  for  FY  1994,  VA  has 
completed  a  requirements  study  which  documents  eight  specific  requirements  that 
must  be  achieved  to  deliver  unified  service  to  veterans.  The  study  also  outlines  the 
design  for  long  term  messaging  solution.  Over  the  remainder  of  FY  1994,  three  near 
term  improvements  will  be  made  to  current  computer  systems  to  improve  handling  of 
appeals,  bankruptcies,  and  medical  treatment  location  lookup. 

Financial  Management  System:  VA's  original  request  of  $5.1  million  remains  in  the 
President's  budget  for  the  Office  of  Finance  &  IRM.  This  funding  is  for  contractor 
services  software  modifications,  problem  resolution  and  on-site  support  at  field  stations 
as  implementation  of  the  financial  management  system  (FMS)  is  underway.  To  date, 
41  regional  offices  have  been  converted.  By  the  end  of  FY  1994,  three  medical  centers 
will  be  converted.  All  remaining  VA  field  facilities  will  be  converted  by  the  end  of  FY 
1995. 

Question  30.  VA  requested  $6.8  million  more  for  administration  for  the  ASFIRM 
than  was  included  in  the  President's  budget.  Please  explain  the  purposes  for  which  the 
additional  funds  were  requested  and  the  reasons  that  VA  believed  the  additional  funds 
were  necessary. 

Answer.  The  $6.8  million  requested  was  representative  of  approximately  $4.7 
million  for  Austin  Automation  Center  (AAC)  mainframe  hardware  and  software 
upgrades  and  approximately  $2  million  for  the  Master  Veterans  Record  (see 
explanation  above).  The  $4.7  million  was  to  be  used  to  acquire  mainframe  hardware 
and  software  upgrades  at  the  AAC  to  support  development,  enhancements  to,  and 
implementation  of  strategic  VA  applications.  VA  Central  Office  and  field  customers 
have  projected  increased  use  of  mainframe  computing  resources  to  accomplish  client 
production  processing.  This  processing  of  intensive  jobs  are  executed  on  a  daily/ 
weekly/monthly  schedule  by  customers  dependent  on  the  computer  generated  output. 
The  hardware  and  software  resource  requirements  are  linked  in  that  the  acquisition 
of  both  is  required  to  achieve  VA  mainframe  processing  requirements  in  FY  1995. 
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The  AAC  anticipates  the  acquisition  of  an  interim  central  processing  unit  (CPU) 
upgrade  in  FY  1994  with  current  service  funding. 

Question  31.  VA's  summary  of  "Budget  Authority  Net:  Comparison  of  the  FY  1995 
0MB  Submission  to  President's  Budget  Request"  referred  to  proposed  legislation  for 
which  VA  had  requested  a  total  of  $37,603,660  in  budget  authority.  Please  identify  and 
provide  copies  of  each  of  the  items  of  legislation  proposed  by  VA. 

Answer.  We  will  promptly  provide  copies  of  information  upon  clearance  by  0MB. 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  THE 
DEPARTMENT  OF  VETERANS  AFFAIRS  AND  THE  RESPONSES 

Question  1.  Under  the  proposed  budget  plan,  VA  would  cut  thousands  of  health  care 
personnel.  Is  it  still  reasonable  to  expect  that  VA  will  be  able  to  prepare  for  the 
expansion  of  health  care  services  envisioned  under  health  care  reform  while 
simultaneously  reducing  its  workforce  so  drastically? 

Answer.  To  meet  the  staffing-reduction  goals  identified  in  the  President's  budget, 
we  have  already  started  to  identify  ways  to  streamline  VA  operations.  For  example, 
we  are  eliminating  the  supply  depots  because  they  are  no  longer  cost-effective.  We  are 
reorganizing  VHA's  field  operations  into  veterans  service  areas,  which  will  significantly 
reduce  the  number  of  staff  in  the  regional  offices.  We  are  also  evaluating  the 
desirability  of  consolidating  procurement,  personnel  and  other  administrative  functions 
now  located  at  each  hospital.  Throughout  the  Department  we  are  exploring  ways  to 
deliver  services  more  efficiently.  This  includes  consideration  of  new  approaches  to  the 
provision  of  health  care  under  health  reform.  As  these  examples  illustrate,  there  are 
real  opportunities  for  savings  in  VA. 

In  the  President's  efforts  to  reduce  Federal  employment,  VHA  has  not  been  held  to 
a  formula-driven,  across  the  board  reduction.  With  212,657  full-time  equivalent 
employees,  the  VA  medical  care  system  is  by  far  the  largest  Federal  civilian  agency  on 
budget.  Its  sheer  size  and  the  necessity  of  being  competitive  under  health  care  reform 
suggest  that  VA  can  participate  in  meeting  the  President's  goal.  We  believe  there  are 
more  steps  we  can  take  to  improve  VA's  efficiency  and  delivery  of  service. 

Moreover,  the  President's  health  care  reform  plan  provides  VA  with  maximum 
flexibility  for  absorbing  the  proposed  reductions  in  the  Department's  medical  care 
FTEE.  Provisions  in  the  Health  Security  Act  authorize  VA  to  contract  out  for  providers 
and  services  which  should  help  offset  anticipated  FTEE  reductions.  The  establishment 
of  a  new,  highly  decentralized  personnel  system  which  will  eliminate  unnecessary 
oversight  functions  should  further  ease  the  impact  of  the  proposed  personnel  cuts. 

Question  2.  In  response  to  a  prehearing  question,  VA  indicated  that  cuts  in  the 
number  of  health  professionals  would  be  made  regionally,  according  to  local  needs, 
rather  than  equally  across  the  board.  Will  FTE  cuts  make  it  difficult  to  gear  up  for 
health  care  reform,  regardless  of  which  personnel  are  cut,  and,  if  so,  why? 

Answer.  We  do  not  believe  that  the  FTE  reductions  in  the  budget  will  make  it 
difficult  to  compete  under  health  care  reform.  The  objectives  of  the  Administration's 
efforts  to  reinvent  government  and  reduce  FTE — i.e.,  to  improve  efficiency  and  delivery 
of  services — will  make  VA  more  competitive  under  reform.  VA  will  be  shifting  some 
components  of  health  care  support  to  private  sector  contracts,  instead  of  employing 
federal  workers  to  perform  those  tasks. 

Question  3.  VA's  written  testimony  includes  references  to  a  number  of  initiatives 
in  health  care,  including  a  continued  emphasis  on  shifting  from  inpatient  to  outpatient 
and  other  types  of  care,  and  expanded  collaboration  with  community  health  care 
services.  Please  provide  more  detail  on  these  initiatives,  with  a  particular  emphasis 
on  the  cost  and  staff  implications  of  these  efforts. 

Answer.  VA  has  a  long  and  highly  successful  track  record  in  developing  linkages 
with  the  health  care  community.  As  VA  transitions  under  a  new  health  care 
organization,  these  existing  linkages  will  need  to  be  enhanced  further  and  new  ones 
will  need  to  be  developed  in  order  to  positively  position  VA. 

An  example  of  a  new  community  linkage  would  be  the  continued  development  of  a 
primary  care  system.  This  will  involve  evaluating  the  availability  and  accessibility  of 
community  providers  to  assist  in  this  effort. 

The  newly  proposed  VSA  organizational  structure  is  designed  to  allow  for  greater 
flexibihty  than  the  existing  structure;  it  is  intended  to  assist  VA  in  its  transition  under 
health  care  reform.  VSAs  will  function  as  business  offices  and  support  the  goals  of 
National  Performance  Review   by  streamlining  the  VHA  management  structure. 
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consolidating  duplicative  services,  and  implementing  dollar  and  FTE  savings  while 
improving  the  quality  of  care  being  provided  to  our  veterans.  These  goals  will  be 
achievable  through  increased  sharing  of  resources/services  with  the  community  as  well 
as  a  shift  toward  contracting  with  the  community  for  services  which  VA  currently 
provides,  where  greater  efficiency  can  be  achieved. 

Additionally,  the  VSA  structure  will  reassess  the  mission  and  place  a  greater 
reliance  on  ambulatory  and  primary  care  and  less  on  inpatient  treatment. 

Question  4.  The  VA  psychology  service  provides  staff  for  a  range  of  important  VA 
programs,  including  substance  abuse,  PTSD,  inpatient  psychiatric  care,  pain  control, 
smoking  cessation  programs,  and  geriatrics.  A  recent  report  by  the  VA  Resource 
Planning  and  Management  (RPM)  Oversight  Committee  recommends  cutting  the 
number  of  psychologists  by  more  than  50  percent,  and  also  making  major  cuts  in  the 
number  of  dentists.  Please  provide  the  rationale  for  cutting  the  psychology  service  and 
dental  service  so  drastically. 

Answer.  The  VA  Resource  Planning  and  Management  (RPM)  Field  Oversight 
Committee  was  asked  to  examine  the  ways  in  which  cost  reductions  through 
management  improvement/efficiencies  could  be  achieved.  Such  improvements  are 
necessary  given  budget  restraints  and  the  need  to  become  financially  competitive  in 
the  national  health  care  arena.  The  Committee,  having  field,  region  and  central  office 
representation,  looked  at  issues  involving  elimination  of  corporate  overhead/programs, 
eliminating  supervisory  layers,  consolidating  clinical  and  administrative  functions,  and 
contracting  for  services.  The  Committee  made  some  preliminary  recommendations  on 
potential  management  improvements  in  these  areas,  and  they  are  currently  being 
reviewed;  no  decisions  have  been  made  regarding  any  information  in  the  Committee's 
report. 

Question  5a.  When  VA  personnel  are  cut  and  VA  instead  contracts  with  outside 
health  care  professionals  for  service,  what  are  the  cost  comparisons? 

Answer.  Our  efforts  to  reduce  FTE  have  been  focused  on  opportunities  to  streEunline 
services — i.e.,  provide  the  same  or  better  service  with  fewer  staff  However,  we  expect 
there  are  areas  in  which  we  will  be  able  to  contract  for  services — particularly  in  areas 
not  directly  related  to  patient  care — in  which  we  may  achieve  savings. 

Question  5b.  The  Mental  Health  and  Behavioral  Sciences  Service  has  estimated 
that  it  would  cost  $400  million  to  contract  out  for  the  services  of  psychologists, 
compared  to  the  $100  million  that  it  costs  to  provide  these  services  in-house.  In  light 
of  the  costs  associated  with  contracting  out  of  these  services,  why  would  VA  choose  to 
do  so? 

Answer.  VA  would  not  contract  for  services  if  there  is  a  clear  advantage  to  providing 
the  service  with  VA  employees. 

Question  6a.  Under  the  proposed  FY  95  research  budget,  will  any  current  research 
projects  be  terminated  prior  to  successful  completion? 

Answer.  All  programs  which  are  currently  ongoing  will  be  reevaluated  in  early  July 
based  on  scientific  merit  and  clinical  relevance.  Based  on  the  budget  and  priority 
rankings,  some  programs  will  be  terminated  prior  to  completion. 

Question  6b.  If  so,  please  provide  the  title  and  brief  description  of  those  projects, 
including  project  investigator  and  institution. 

Answer.  Specific  programs  will  be  identified  after  the  July  review  and  could  be 
provided  at  that  time. 

Question  7.  How  do  the  proposed  cuts  in  the  FY  95  research  budget,  with  virtually 
no  new  research  funds  next  year,  affect  VA's  ability  to  attract  high  quality  biomedical 
researchers? 

Answer.  VA  will  maintain  a  viable  research  program  of  over  $200  million  with 
projects  in  high  priority  areas.  This  level  of  clinical  research  should  still  be  attractive 
to  investigators. 

Question  8.  VA  had  proposed  funding  three  research  centers  for  the  purpose  of 
developing  expertise  in  multiple  chemical  sensitivity,  which  is  a  possible  cause  of 
Persian  Gulf  War  illnesses.  According  to  VA's  responses  to  prehearing  questions,  VA 
is  now  planning  only  one  such  center.  VA  requested  a  total  of  only  $150,000  for 
epidemiological  research  on  Persian  Gulf  War  illnesses,  which  is  not  enough  for  a 
major  research  study.  These  decisions  suggest  that  Persian  Gulf  War  illnesses  are  a 
relatively  low  priority  for  VA.  Please  provide  a  detailed  explanation  of  these  decisions 
and  the  efforts  VA  is  undertaking  with  regard  to  Persian  Gulf  War  illnesses. 

Answer.  A  VHA  Directive  entitled  "Solicitation  of  Proposals  for  the  Establishment 
of  Research  Centers  for  Basic  and  Clinical  Scientific  Studies  of  Environmental  Hazards 
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(Environmental  Hazards  Research  Centers)"  was  issued  to  the  field  in  January. 
Applications  for  funding  are  due  March  31,  1994.  One  to  three  centers  will  be 
established  and  funded  at  a  level  of  up  to  $250,000  a  year  with  an  additional  $100,000 
for  equipment  in  the  first  year.  Funding  will  be  initiated  in  fourth  quarter  FY  1994. 
As  Research  Centers,  there  is  no  explicit  patient  care  role  identified,  although  it  is 
expected  that  clinical  studies  will  be  initiated.  In  establishing  the  centers,  a 
collaboration  with  qualified  researchers  and  other  non-federal  (e.g.  universities)  and 
federal  (e.g.  HHS,  DOD,  EPA)  entities  is  strongly  encouraged.  Proposals  for  the  centers 
will  be  reviewed  by  an  ad  hoc  committee  of  nationally  recognized  experts  in  this  field. 

Intramural  research  (that  is,  research  utilizing  VA's  own  investigators  and 
facilities)  was  recommended  as  a  high  priority  by  VA's  Persian  Gulf  Worlang  Group. 
This  Working  Group  was  formed  several  months  ago  to  determine  the  most  effective 
course  of  action  for  VA  on  this  issue.  VA  immediately  began  supporting  research 
programs  addressing  different  aspects  of  potentially  Persian  Gulf-related  afflictions. 

In  addition  to  these  solicitations,  the  following  projects  are  ongoing: 

Small-Scale  Pilot  Programs 


VAMC  Birmingham,  AL 

Researchers  will  investigate  medical  and  psychologi- 
cal effects  of  exposure  to  petrochemicals  and  other 
toxic  hazards. 

VAMC  Jackson,  MS 

The  Jackson  VAMC  is  acting  as  an  initial  clearing- 
house for  data  on  reported  birth  defects  in  children 
of  members  of  the  Waynesboro  (MS)  National  Guard. 

VAMC  Boston,  MA 

A  project  examining  neuropsychological  profiles  of 
veterans  returning  from  the  Persian  Gulf  theater. 

Psychological  and  Observa- 
tional Studies 

VAMC  Clarksburg,  WV 

"An  Investigation  of  the  relation  between  the  Experi- 
ence of  Operation  Desert  Storm  and  post-war  ad- 
justment." 

VAMC  Mountain  Home, 
TN 

"Early  Intervention  with  Appalachian  Marine  Re- 
servists in  Operation  Desert  Storm." 

VAMC  Boston,  MA 

"Desert  Storm  Reunion  Survey" 

VAMC  New  Orleans,  LA 

"Psychological  Assessment  of  Operation  Desert 
Storm  Returnees." 

VAMC  Salt  Lake  City,  UT 

"Operation  Desert  Storm  Follow-up  Survey" 

In  addition  to  the  ongoing  studies,  a  special  solicitation  was  issued  in  December 
1993  for  research  proposals  related  to  medical  consequences  of  exposure  to  environ- 
mental hazards,  in  particular  those  associated  to  the  Persian  Gulf  conflict.  Four  of  the 
special  studies  will  be  awarded  by  the  3rd  quarter  of  FY  1994  with  funding  of  $50,000 
each. 

Question  9.  VA  has  allocated  only  $50,000  each  for  VA  clinical  research  centers  on 
Persian  Gulf  War  illnesses.  This  includes  no  new  personnel.  How  can  anything  be 
accomplished  with  such  meager  funding  and  no  new  staff? 

Answer.  As  indicated  in  the  answer  to  question  8  above,  there  are  two  separate 
initiatives  underway,  1)  the  solicitation  for  centers  and  2)  the  solicitation  for  proposals 
on  medical  consequences  of  exposure  to  environmental  hazards.  We  are  currently 
planning  a  workshop  on  the  Persian  Gulf  Experience  and  Health  concerns  with 
representatives  from  HHS,  DOD,  EPA  and  VA.  The  purpose  of  the  workshop  is  to 
reach  a  consensus  definition  of  "Persian  Gulf  Syndrome." 

This  conference  is  scheduled  to  take  place  on  April  27-29.  At  the  conclusion  of  this 
conference,  there  will  be  a  clearer  direction  to  focus  additional  research  efforts. 

The  centers  and  special  proposals  will  be  initiated  in  FY  1994  and  will  not  require 
additional  staff  in  FY  1995. 

Question  10.  VA  has  estimated  that  by  the  end  of  this  fiscal  year,  the  Board  of 
Veterans'  Appeals  (BVA)  average  response  time  will  be  five  years.  In  VA's  responses 
to  my  prehearing  questions,  several  actions  that  BVA  is  taking  to  reduce  the  backlog 


102 

were  described.  Did  the  estimated  average  response  time  for  fiscal  year  1995  assume 
these  initiatives  would  be  implemented? 

Answer.  The  production  results  for  the  first  quarter  of  FY  1994  suggest  BVA  will 
produce  far  fewer  decisions  than  originally  estimated  this  fiscal  year.  This,  in  turn,  will 
result  in  longer  BVA  response  times  than  estimated  for  both  FY  1994  and  1995. 
Because  the  environment  under  which  the  Board  decides  appeals  continues  to  change 
rapidly,  we  have  some  doubts  as  to  the  reliability  of  any  end  of  year  response  times 
predictions  for  1994  and  1995  made  at  this  time.  If  the  results  of  the  first  quarter  of 
FY  1994  are  extrapolated  to  the  entire  year,  BVA  response  time  would  rise  to  over  four 
years  (1683  days)  by  the  end  of  FY  1994,  and  five  years  (1843  days)  at  the  end  of  FY 
1995. 

The  BVA  response  time  calculations  for  FY  1995  did  not  take  into  account  the  new 
initiatives  to  improve  productivity  described  in  the  response  to  the  prehearing 
questions.  BVA  has  not  estimated  the  effect  the  initiatives  would  have  on  response 
time  or  on  the  number  of  BVA  decisions  produced.  Most  of  these  initiatives  have  only 
been  in  effect  since  February,  and  to  attempt  to  quantitatively  assess  the  effects  these 
measures  will  have  on  response  time  at  this  point  would  be  speculative. 

Question  11.  What  does  VA  consider  an  acceptable  BVA  average  response  time,  and 
if  VA  could  have  whatever  was  needed  in  the  way  of  resources  to  meet  this  goal,  what 
would  it  take  to  reach  that  response  time? 

Answer.  BVA  has  never  had  a  "standard"  or  "acceptable"  response  time.  When 
response  time  was  stable  prior  to  1992  at  150  days,  BVA  was  actively  pursuing  projects 
to  further  reduce  the  time  for  veterans  to  receive  decisions  on  appeals.  Under  the  era 
of  judicial  review,  with  response  times  of  600  days,  the  case  waits  for  over  one  year 
before  moving  into  the  hands  of  BVA  counsel  for  decision.  That  long  period  often  adds 
the  requirement  to  remand  appeals  back  to  the  Regional  Office  for  updates,  adding 
more  time  to  the  process  of  obtaining  a  final  decision.  Clearly,  BVA  must  stop  the 
increase  in  response  time  by  producing  decisions  at  the  same  rate  as  it  receives 
appeals.  Adding  resources  is  one  method  of  reaching  that  goal.  Additional  FTE  will 
contribute  more  decisions.  However,  slowing  the  rate  of  change  of  veterans  law  and 
stabilizing  the  arena  is  as  important. 

Question  12.  What,  specifically,  can  Congress  do  that  would  help  reduce  the  amount 
of  time  it  takes  to  decide  an  appeal? 

Answer.  In  his  February  10,  1994  letter  to  Chairman  Rockefeller,  Secretary  Brown 
identified  three  items  which  would  increase  BVA  productivity  almost  immediately — 

•  Authorizing  single-member  decisions  (current  law  requires  a  panel  of  three 
members)  would  reduce  the  projected  average  response  time  to  1,683  days  by 
the  end  of  FY  1995. 

•  Removing  time  limits  on  how  long  an  acting  member  may  serve  (current  law: 
270  days),  would  decrease  the  likelihood  of  decisions  having  to  "start  over" 
because  an  acting  member's  term  has  expired. 

•  Removing  the  limit  on  the  number  of  Board  members  (current  law:  67,  including 
the  Chairman),  would  give  the  Department  more  flexibility  in  meeting  the 
Board's  increasing  workload  and  in  complying  with  the  mandate  in  section 
7101(a)  of  title  38  "to  conduct  hearings  and  consider  and  dispose  of  appeals  .  . 
.  in  a  timely  manner." 

On  March  8,  1994,  Chairman  Rockefeller,  with  the  cosponsorship  of  six  Committee 
members,  including  Ranking  Minority  Member  Murkowski,  introduced  S.  1904,  which 
would  (1)  authorize  single-member  decisions;  (2)  permit  acting  Board  members  whose 
"acting"  designation  had  expired  to  continue  to  serve  in  that  capacity  with  respect  to 
any  proceeding  for  which  the  individual  was  involved  as  an  acting  member;  and  (3) 
remove  the  statutory  cap  on  the  number  of  Board  members.  With  the  few  corrections 
noted  in  our  testimony  on  S.  1904  at  the  March  24,  1994  hearing,  the  Department 
supports  its  earliest  possible  passage. 

In  addition,  the  Secretary  has  recently  chartered  the  Select  Panel  on  Productivity 
Improvement  for  the  Board  of  Veterans'  Appeals.  This  panel,  under  the  leadership  of 
Mr.  Guy  McMichael,  currently  Chairman  of  the  Board  of  Contract  Appeals  and 
formerly  VA  General  Counsel  and  General  Counsel  to  this  Committee,  has  been  given 
a  very  specific  task:  to  conduct  a  systemic  review  of  the  Board  of  Veterans'  Appeals  and 
to  make  recommendations  regarding  the  mission,  structure  and  operations  of  the 
Board  which  will  result  in  a  more  timely  processing  of  appeals  for  claimants.  Included 
in  this  Panel,  in  addition  to  VA  personnel,  will  be  representatives  of  various  veterans 
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services  organizations.  We  hope  to  have  recommendations  from  the  Panel — including 
recommendations  for  legislation — within  the  next  few  months. 

Question  13.  The  budget  reflects  a  cut  of  622  FTE  for  the  Veterans  Benefits 
Administration,  which  VA  attributes  to  a  decrease  in  OBRA  90  workload.  VA's 
response  to  my  prehearing  question  #12  shows  the  OBRA  caseload  for  fiscal  years  1993 
to  1995,  breaking  down  the  caseload  for  each  type  of  income  verification. 

Question  13a.  Please  clarify  exactly  what  those  numbers  mean.  Do  they  represent 
the  number  of  cases  in  each  fiscal  year  that  require  an  income  match? 

Answer.  The  Veterans  Benefits  Administration  (VBA)  does  not  attribute  the  622 
FTE  reduction  to  OBRA.  This  number  reflects  VBA's  entire  reduction.  Only  464  FTE 
are  attributed  to  a  decrease  in  OBRA  workload,  of  which  349  FTE  are  in  the 
Compensation  and  Pension  Service.  The  methodology  employed  in  conducting  the  wage 
match  results  in  every  record  (approximately  925,000)  being  sent  to  Social  Security  and 
the  Internal  Revenue  Service,  as  applicable,  to  verify  the  amount  and  source  of  income. 
Only  records  that  fail  to  validate  are  then  sent  to  the  regional  offices  to  be  reviewed 
by  adjudication  staff  Therefore,  the  caseload  of  54,000  for  FY  1995  in  our  previous 
response  is  the  number  of  cases  we  expect  will  require  manual  case  review  at  regional 
offices. 

Question  13b.  Please  clarify  how  numbers  of  FTE  correspond  to  the  caseload;  in 
other  words,  what  share  of  the  OBRA  caseload  is  one  FTE  able  to  handle  annually? 

Answer.  There  is  no  fixed  caseload-to-FTEE  ratio.  The  OBRA  workload  is  composed 
of  three  different  types  of  cases.  As  shown  below,  the  proportionate  share  of  each  type 
within  the  total  OBRA  workload  varies  widely  from  year  to  year. 


Type  of  Claim 

1993 

1994 

1995 

Income  Verification  Match 

60% 

19% 

38% 

SSAN  Verification  Match 

0% 

75% 

44% 

$90  Medicaid  Nursing  Home  Cases 

40% 

6% 

20% 

The  average  income  match  case  takes  almost  three  hours  to  complete;  the  easiest 
Social  Security  Administration  Number  (SSAN)  match  cases  take  ten  minutes.  As  a 
consequence  of  this  disparity,  the  number  of  cases  per  FTEE  changes  with  the 
composition  of  the  workload.  In  1993,  for  example,  564  FTEE  completed  223,000  cases. 
In  1994,  because  of  the  large  volume  of  SSAN  cases,  481  FTEE  will  complete  544,000 
cases. 

Question  14.  A  number  of  regional  offices,  including  New  York,  Portland,  and 
Oakland,  as  well  as  others,  are  taking  important  initiatives  to  improve  claims 
processing  and  service  delivery.  On  Friday,  March  11,  Vice  President  Gore  presented 
the  New  York  regional  office  with  the  first  National  Performance  Review  Hammer 
Award  in  recognition  of  the  New  York  regional  office's  "reinventing"  of  its  claims 
processing.  All  these  efforts  by  VA  regional  offices  have  also  been  praised  by  Central 
Office  and  by  veterans  service  organizations. 

Question  14a  1 14b.  Please  describe  in  detail  the  specific  changes  that  have  been 
made  in  the  claims  process  at  the  New  York,  Oakland,  and  Portland  regional  offices. 
Which  of  these  changes  has  VA  found  to  be  effective  in  improving  both  the  quality  and 
timely  service  delivery  at  these  regional  offices? 

Answers.  These  stations  are  attempting  to  reengineer  the  business  of  claims 
processing,  and  this  endeavor  is  a  long-term  initiative.  It  would  be  premature  to 
consider  the  impact  of  the  effectiveness  of  these  experimental  tests  on  the  quality  or 
the  timeliness  of  claims  processing  at  this  time.  To  accumulate  sufficient  data  on  these 
models,  we  believe  they  must  function  for  at  least  a  year  before  attempting  to  measure 
or  define  their  impact. 

New  York  Regional  Office: 

Background:  The  New  York  regional  office  is  participating  in  the  OMB  White  House 
Initiative.  They  are  testing  a  redesign  of  the  claims  process  with  a  self-directed  work 
team  (SDWT)  approach  to  the  structure.  A  Steering  Committee  and  Working  Group 
were  assigned  to  the  design  project.  Two  contractors  were  engaged  to  work  with  these 
groups  as  they  moved  through  the  redesign  steps.  The  contractors  continue  to  work 
with  the  team  members  on  a  limited  basis  throughout  the  test  period. 

A  Self-Directed  Work  Team  (SDWT)  is  a  highly  trained  group  of  employees  who 
share  responsibility  for  a  service  or  product.  SDWTs  plan,  set  priorities,  organize  their 
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work,  coordinate  with  others,  evaluate  their  own  progress  and  take  corrective  action. 
Teams  can  also  solve  problems,  schedule  work  and  handle  personnel  issues.  Each  team 
member  becomes  accountable  for  the  work  of  the  entire  team.  The  ultimate  goal  is  for 
each  team  member  to  have  the  ability  to  perform  every  job  required  by  the  team  to 
complete  the  whole  job. 

Current  Status:  The  Prototype  unit  in  New  York,  which  began  operation  in  mid- 
May  1993,  is  made  up  of  four  SDWTs.  Each  team  has  one  Team  Coach,  seven  Case 
Managers  and  four  Case  Technicians.  During  the  third  quarter  of  FY  1994,  the  RO  is 
planning  to  initiate  a  second  unit  of  four  teams  to  handle  an  additional  25  digits  (the 
last  two  digits  in  the  veterans'  identification  number).  During  the  fourth  quarter  of  FY 
1994,  the  RO  is  planning  to  initiate  two  more  units  of  four  teams  to  handle  the 
remaining  50  digits.  The  original  unit  will  be  used  as  a  model  for  subsequent  units. 

Some  of  the  successes  they  have  experienced: 

a.  elimination  of  Veterans  Assistance  Inquiries  (VAIs)  (no  more  referrals  to  another 
person) 

b.  reduced  pending  issues  (reduced  by  900  from  May  to  Aug) 

c.  limited  walk-in  waiting  time  (assisted  within  one  or  two  minutes) 

d.  improved  folder  control  (files  located  near  each  team) 

e.  improved  teamwork  (training  and  assistance  among  co-workers) 

f.  greater  flexibility  (each  person  handles  a  broader  range  of  tasks) 

g.  increased  employee  job  knowledge  (better  understanding  of  all  jobs/functions) 
Some  of  the  problems  they  have  encountered: 

a.  enormous  amount  of  time  required  for  planning  and  training 

b.  logistics  (equipment) 

c.  personnel  issues  (handled  case  by  case) 

d.  large  backlog  of  ratings  (cross  training  may  not  be  enough  to  reduce) 
Portland  Regional  Office: 

Background:  The  Portland  regional  office  pursued  a  local  Quality  Improvement 
(QIP)  initiative  to  look  at  ways  to  speed  up  the  claims  process  and  improve  direct 
service  to  the  claimant.  The  QIP  task  team  examined  the  existing  relationship  between 
Adjudication  and  Veterans  Services  (VSD).  They  concluded  that  to  meet  their  target 
goals,  the  functions  of  these  two  divisions  should  be  combined.  They  also  decided  that 
the  variety  and  complexity  of  VA  benefit  programs  required  specialization. 

The  activities  of  both  VSD  and  Adjudication  were  combined  in  a  new  organization 
called  "VA  Service  Center."  The  Service  Center  will  eventually  be  made  up  of  four 
specialized  teams  (Information,  Adjustments,  Original  Claims  and  Reopened/Increased 
Claims).  Each  team  will  include  a  Team  Leader,  a  rating  specialist,  a  senior  claims 
representative,  veterans  claims  representatives  (VCR)  and  clerical  support.  The  VCR 
position  will  replace  the  Veterans  Claims  Examiner  (VCE)  and  Veterans  Benefits 
Counselor  (VBC). 

Current  Status:  The  "Veterans  Service  Center"  is  currently  in  the  testing  phase.  A 
test  of  the  Original  Claims  Team  began  in  January  1993  for  50  digits.  The  test  was 
expanded  to  all  100  digits  in  May  1993  and  will  continue  until  May  1994.  Additional 
staff  were  added  to  accommodate  the  added  digits.  Some  other  adjustments  in 
workload,  such  as  removing  all  but  "purely  original  claims"  and  handling  only  NODs 
that  result  from  a  team  decision,  have  been  made  to  bring  the  team  to  an  optimum 
level  of  efficiency. 

Oakland  Regional  Office: 

Background:  As  a  result  of  a  local  Quality  Improvement  (QIP)  initiative,  in  October 
1992  the  Oakland  regional  office  selected  one  Adjudication  unit  to  function  as  a  Self- 
Managing  Service  Delivery  Team  (SMSDT),  testing  alternate  claims  processing 
methods  for  25  digits.  The  team  was  designed  to  be  a  complete  and  independent  unit 
handling,  as  much  as  possible,  the  entire  claims  process.  Improved  timeliness  of  claims 
processing  and  increased  customer  satisfaction  were  the  goals  of  the  team.  This 
initiative  was  assessed  by  the  improved  timeliness  of  ten  end  products  as  compared 
first  to  Western  Area  averages,  then  to  national  averages. 

Based  on  the  positive  experiences  of  the  team,  the  improved  timeliness  of  the 
measured  end  products,  and  some  suggestions  from  an  independent  consultant,  the 
regional  office  decided  to  convert  the  entire  division  to  the  SMSDT  model.  This 
conversion  coincided  with  the  office  move  from  San  Francisco  to  Oakland  in  July  1993. 

Current  Status:  There  are  currently  five  groups  of  about  25  employees  each;  each 
group  is  divided  into  2  Service  Delivery  Teams.  Each  team  has  a  Group  Chief,  3  rating 
specialists,  one  senior  Veterans  Benefits  Specialist  (with  an  additional  Senior  for  every 
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two  Teams),  4  Veterans  Benefits  Specialists  (formerly  Veterans  Claims  Examiners 
(VCE)),  1  Veterans  Benefits  Specialist  (formerly  Veterans  Benefits  Counselor  (VBC) 
from  VSD),  and  2  Veterans  Claims  Technicians. 

The  VBC  and  VCEs  are  cross  training  to  function  as  one  position — the  Veterans 
Benefits  Specialist.  The  files  activity  is  a  separate  entity,  and  does  some  front  end 
processing.  Claims  folders  with  pending  active  work  are  stored  in  the  immediate  team 
area.  A  strategic  management  plan,  developed  in  August  1993,  includes  the  following 
directions. 

a.  Prevent  cases  from  reaching  140  days  old 

b.  Reduce  workload  of  cases  over  180  days  old 

c.  Identify  difficult  cases  on  the  front-end 

d.  Develop  cases  at  the  earliest  opportunity 

e.  Systematically  review  all  pending  issues 

f.  Contact  the  customer/claimant  directly 

g.  Provide  the  customer/claimant  with  periodic  feedback 

Question  14c.  Please  compare  the  initiatives  taken  at  the  New  York  regional  office 
with  those  in  Portland,  Oakland,  and  any  others. 

Answer.  As  noted  in  the  answer  to  part  "a"  of  this  question,  the  initiatives  in 
Portland  and  Oakland  (and  other  stations,  such  as  Jackson  and  Muskogee)  are  similar 
to  that  in  New  York  in  that  they  are  utilizing  a  team  concept  in  an  attempt  to 
streamline  and  improve  the  processing  of  claims.  Yet  each  is  distinct  based  upon  local 
resources,  needs  and  histories.  To  effectively  compare  and  contrast  these  initiatives, 
data  on  these  models  must  be  collected  for  at  least  a  year — and  longer  if  we  are  to 
make  a  true  assessment. 

Question  14d.  How  can  the  lessons  learned  from  these  pilot  programs  be 
implemented  elsewhere? 

Answer.  As  a  Blue  Ribbon  Panel  initiative,  C&P  Service  will  be  developing  several 
adjudication  models  or  prototypes  based  on  the  pilot  programs  and  experiments  being 
conducted  in  numerous  offices.  This  will  be  accomplished  not  earlier  than  July  1994 
when  sufficient  data  has  been  gathered  to  make  a  proper  analysis  of  these  tests. 
Periodic  training  sessions  and  conferences  provide  a  forum  for  presenting  initiatives 
to  all  offices  and  sharing  lessons  learned  from  these  pilot  programs.  In  addition,  ideas 
and  experiences  are  continually  shared  among  regional  offices  through  periodic 
hotlines  and  informal  networking. 

Question  14e.  How  long  will  VA  monitor  the  progress  of  the  pilot  programs  before 
using  them  as  models  to  improve  other  regional  offices? 

Answer.  We  will  monitor  these  programs  for  at  least  a  year.  We  will  develop  models 
no  earlier  than  July  1994  when  sufficient  data  has  been  gathered  to  make  a  proper 
analysis  of  these  tests. 

Question  14f.  Please  describe  the  survey  used  to  assess  claims  processing  in  the 
New  York  regional  office.  Please  include  in  this  description  the  design  of  this  survey, 
who  administered  it,  what  the  available  respondent  pool  was,  and  the  results  of  this 
survey. 

Answer.  The  first  annual  Customer  Based  Measures  Survey  was  conducted  at  the 
New  York  regional  office  from  May  through  August  1993.  The  purpose  of  the  survey 
was  to  obtain  a  baseline  of  veterans  expectations  and  perceptions  of  service  delivery. 
The  survey  instrument  used  in  New  York  was  VBA's  Customer  Based  Measures  (CBM) 
survey,  which  had  been  developed  and  administered  nationally  under  the  Direction  of 
the  Office  of  Planning,  after  the  instrument  received  approval  from  the  Office  of 
Management  and  Budget  in  August  1992.  This  instrument  used  an  adaptation  of  the 
SERVQUAL  model  of  measuring  customers'  expectations  and  perceptions  of  service 
quality.  This  results  in  more  "actionable"  data,  as  the  components  of  service  dehvery 
(responsiveness,  courtesy,  reliability,  etc.)  are  broken  out  and  measured  separately. 
The  instrument  also  contained  benchmark  data  (how  long  do  you  think  it  should  take 
to  ...),  selected  demographic  items  such  as  age  and  sex,  and  an  open-ended  question 
covering  a  single  suggestion  for  improving  service. 

The  questionnaire  was  administered  by  New  York  regional  office  staff,  after  being 
trained  by  VA  personnel  who  had  previously  received  training  on  the  national  survey 
by  the  contractor  who  administered  the  national  survey.  The  original  intent  was  to 
conduct  267  interviews  from  a  sample  of  respondents  from  Veterans  Assistance  Service 
and  267  interviews  from  Compensation  and  Pension  Service,  in  order  to  achieve  a 
confidence  level  of  95  percent  and  a  margin  of  error  of  approximately  6  percent.  The 
Veterans  Assistance  Service  sample  was  drawn  from  a  list  of  Veterans  Assistance 
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Inquiries  obtained  from  January  through  April  1993.  The  sample  for  the  compensation 
and  pension  interviews  was  drawn  from  veterans  or  others  who  have  had  recent 
contact  with  the  New  York  Regional  Office  regarding  a  compensation  or  pension  claim. 
Due  to  the  length  of  time  required  to  complete  successful  interviews  and  the  restricted 
calling  time,  the  New  York  office  was  not  able  to  complete  the  originally  planned 
number  of  interviews.  A  total  of  123  questionnaires  (89  Veterans  Assistance  and  39 
Compensation  and  Pension  Interviews)  was  completed. 

While  the  final  analysis  of  the  New  York  data  is  still  in  progress,  the  preliminary 
analysis  shows  that  the  average  rating  of  overall  quality  of  service  in  the  New  York 
CBM  survey  was  6.71  on  a  scale  of  1  to  9,  compared  to  a  national  figure  of  6.43  for 
Veterans  Assistance  and  an  5.78  for  Compensation. 

Question  15.  Sometime  ago,  when  Gardner  v.  Brown  was  pending  at  the  Federal 
Circuit,  VA  estimated  that  if  the  Department  ultimately  lost  the  case,  the  resulting 
cost  to  VA  would  be  $1  billion  over  the  next  five  years. 

Question  15a.  How  did  VA  calculate  the  estimate? 

Answer.  Attached  is  the  methodology  used  in  developing  the  cost  estimate  for  the 
Gardner  v.  Brown  decision  if  the  Department  ultimately  lost  the  case. 

Question  15b.  In  the  event  that  the  government's  petition  to  the  Supreme  Court  is 
turned  down,  is  the  $1  billion  over  five  years  still  the  current  estimate? 

Answer.  We  are  currently  revising  the  cost  estimate.  However,  we  anticipate  that 
the  five-year  costs  will  be  in  the  $1  billion  range.  We  must  emphasize  that  the 
estimates  provided  do  not  include  the  potential  cost  of  retroactive  entitlement  for  cases 
adjudicated  and  denied  prior  to  the  Court  of  Veterans  Appeals  decision. 

Question  15c.  Does  VA's  budget  submission  account  for  Gardner  in  any  way? 

Answer.  The  budget  submission  does  not  account  for  Gardner  in  any  way. 

METHODOLOGY 

Benefit  Cost  of  Implementing  COVA  Decision  Regarding  Interpretation  of 

38  use,  section  1151 

1.  We  have  based  our  estimate  on  the  rate  of  iatrogenic  adverse  events  (AE's)  and 
the  associated  rates  of  permanent  disability  and  death  found  in  the  Harvard  Medical 
Practice  Study,  as  reported  in  the  New  England  Journal  of  medicine's  February  1, 
1991,  issue. 

2.  We  multiplied  the  rate  of  iatrogenic  AE's  for  each  of  five  age  groups  by  the 
number  of  veterans  from  each  age  group  we  expect  to  treat  on  an  inpatient  basis  each 
year.  This  gave  us  the  number  of  iatrogenic  AE's  expected  annually  for  each  age  group. 

3.  Because  11.8%  of  veterans  are  treated  for  service-connected  reasons,  we  reduced 
the  number  of  AE's  by  that  percentage.  These  veterans  are  already  eligible  for  benefits 
from  any  additional  disability  incurred  as  a  result  of  treatment,  regardless  of  the 
recent  COVA  decision.  Thus,  we  arrived  at  the  number  of  iatrogenic  AE's  occurring  to 
veterans  being  treated  for  nonservice-connected  reasons. 

4.  Using  the  Harvard  Study  findings  to  determine  the  percentage  of  AE's  that  result 
in  permanent  disability  and  death  (and  the  degree  of  permanent  disability)  we 
calculated  the  anticipated  numbers  of  veterans  receiving  inpatient  treatment  for 
nonservice-connected  reasons  who  would  die,  become  50%  or  less  permanently  disabled, 
or  become  more  than  50%  disabled  as  a  result  of  iatrogenic  AE's  each  year. 

5.  Also  using  the  Harvard  Study  findings,  we  estimated  the  number  of  outpatients 
treated  at  VA  facilities  who  would  die  or  fall  into  one  of  the  two  permanently  disabled 
groups. 

6.  Next,  we  multiplied  the  number  of  cases  falling  into  each  of  the  disability  groups 
by  the  average  annual  cost  of  veterans  compensation  benefits  for  each  group  to  arrive 
at  the  estimated  annual  cost  of  veterans  compensation.  We  calculated  the  annual  cost 
of  Die  benefits  in  a  similar  manner.  We  reduced  the  cost  associated  with  benefits  for 
those  veterans  50%  or  less  disabled  by  25%  to  account  for  those  who  would  not  claim 
compensation  benefits  because  their  VA  pensions  pay  more.  We  reduced  by  10%  the 
cost  associated  with  paying  benefits  to  those  who  would  be  rated  more  than  50% 
disabled  to  account  for  those  who  will  already  be  rated  service-connected  disabled  for 
reasons  other  than  those  which  result  from  the  AE.  We  arrive  at  these  factors  (25% 
and  10%)  by  taking  into  account  the  number  of  pensioners  treated  in  VA  hospitals  for 
nonservice-connected  reasons,  and  the  average  rate  of  payment  for  each  of  these 
groups.  We  reduced  the  cost  of  DIC  benefits  by  29%  because  we  expect  that  only  71% 
of  the  veterans  will  have  survivors  eligible  for  DIC  benefits.  We  based  this  decision  on 
the  percentage  of  veterans  receiving  additional  compensation  benefits  for  dependents 
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out  of  the  total  population  eligible  for  these  additional  benefits  (those  30%  to  100% 
disabled). 

Question  16.  S.  1906,  introduced  on  Tuesday,  March  8,  1994,  would  overrule  the 
decision  of  the  Court  of  Veterans  Appeals  in  the  Combee  case.  If  enacted,  the  result  of 
this  legislation  would  be  that  veterans  seeking  benefits  for  exposure  to  radiation  would 
be  allowed — as  are  all  other  VA  claimants — to  prove  their  case  by  direct  evidence  and 
would  not  be  restricted  to  using  presumptions. 

Question  16a.  Please  explain  the  Department's  rationale  for  taking  the  position  that 
Congress,  by  setting  up  a  way  by  which  veterans  exposed  to  radiation  could  get 
benefits  through  a  presumption,  took  away  the  right  for  these  veterans  to  prove  their 
cases  using  direct  evidence. 

Question  16b.  How  many  claims  have  been  denied  under  the  Combee  decision? 

Answer.  Compensation  on  the  basis  of  presumptive  service  connection  is  not 
obtainable  under  the  criteria  of  38  CFR  3.311.  Entitlement  to  compensation  under  § 
3.311  is  established  on  a  direct  basis  after  consideration  of  various  factors,  including 
radiation  dose  estimate  and  the  appearance  of  certain  radiogenic  diseases  many  years 
subsequent  to  exposure.  Our  position  at  the  time  of  the  Combee  decision  was  that  § 
3.311  provided  the  exclusive  method  of  obtaining  compensation  on  the  basis  of  direct 
service  connection  for  diseases  resulting  from  exposure  to  ionizing  radiation.  However, 
the  Secretary,  after  a  thorough  review  of  the  policy  underlying  the  regulation  upheld 
in  the  Combee  decision,  has  now  decided  that  the  regulation  should  be  revised. 
Accordingly  we  will  be  proposing  an  amendment  that  will  permit  a  veteran  to  establish 
direct  service  connection  for  disability  resulting  from  a  disease  claimed  to  be  caused 
by  radiation  exposure  even  if  that  disease  is  not  included  in  the  list  of  diseases  VA 
already  recognizes  as  radiogenic. 

We  have  no  data  which  would  permit  us  to  determine  the  number  of  cases  denied 
under  the  Combee  decision,  but  we  are  not  aware  of  any  claims  denied  under  these 
criteria. 

Question  17.  The  Independent  Budget  suggests  authorizing  funds  of  Veterans 
Benefit  Administration  (VBA)  personnel  costs  from  mandatory  spending  accounts. 
What  is  VA's  response  to  this  recommendation? 

Answer.  VBA  already  has  experience  with  this  concept  through  the  reimbursable 
provisions  in  the  Omnibus  Budget  Reconciliation  Act  of  1990  (OBRA)  and  the  Credit 
Reform  Act  of  1990  (credit  reform).  Because  each  of  those  laws  provided  for  reimburse- 
ment under  different  scenarios,  they  provided  us  an  opportunity  to  compare 
reimbursement  methodologies. 

Funding  authority  under  OBRA  allows  us  to  charge  expenses  to  the  compensation 
and  pensions  appropriations  as  needed  to  complete  the  workload.  The  language 
provided  sufficient  flexibility  to  allow  for  changes  in  each  of  the  provision's  workload. 

On  the  other  hand,  funding  authority  under  credit  reform  simply  appropriates  a 
fixed  resource  level  for  each  of  the  credit  accounts  without  regard  to  fluctuating 
workloads  during  execution.  For  example,  our  housing  program  is  funded  from  four 
accounts-Loan  Guaranty  Revolving  Fund,  Guaranty  and  Indemnity  Fund,  Direct  Loan 
Revolving  Fund  and  Native  Americans  Fund.  Each  fund  receives  a  separate,  finite 
appropriation  and  does  not  provide  flexibility  for  shifts  in  workload  among  the 
accounts  due  to  economic  changes  which  occur  after  the  appropriation  is  enacted. 

The  subject  of  funding  administrative  expenses  from  mandatory  accounts  has  been 
historically  controversial.  VA  naturally  wishes  to  have  adequate  resources  to 
administer  its  programs,  but  recognizes  that  all  spending,  no  matter  its  source,  must 
be  considered  within  the  constraints  imposed  by  the  budget  caps. 

Question  18.  The  Independent  Budget  also  recommends  legislating  timeliness  in 
adjudication  as  an  entitlement.  Please  provide  VA's  views  of  this  idea. 

Answer.  This  proposal  is  essentially  a  recommendation  that  if  after  a  certain  period 
of  time  a  decision  on  a  claim  has  not  been  made,  the  benefit  sought  will  nonetheless 
be  paid  until  a  decision  can  be  reached.  VA  opposes  this  measure  as  a  fundamentally 
flawed  concept.  It  is  wasteful  and  harmful  to  program  integrity  to  pay  a  benefit  to 
which  entitlement  has  not  been  established.  Furthermore,  where  the  benefit  amount 
may  vary  according  to  application  of  the  appropriate  standard,  such  as  degree  of 
disability,  the  actual  "interim"  benefit  to  be  paid  per  this  recommendation  is  uncertain. 

Question  19a.  The  new  homeless  program  established  under  Public  Law  102-590 
authorizes  VA  to  provide  grants  and  per  diem  payments  to  nonprofit  organizations  to 
provide  services  to  homeless  veterans,  if  funds  are  specifically  earmarked  in  an 
appropriations  act.  If  Congress  removed  the  requirement  of  an  earmark — as  has  been 
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suggested  by  some  in  VA  and  elsewhere — what  assurances  can  VA  give  that  at  least 
the  current  earmarked  amount  will  be  directed  toward  this  program? 

Answer.  The  Secretary  has  made  assistance  to  homeless  veterans  a  top  priority  for 
VA.  Indeed,  the  core  theme  of  the  VA  National  Summit  on  Homelessness  Among 
Veterans,  held  in  Washington,  DC  on  February  24-25,  1994,  was  that  ending 
homelessness  among  veterans,  like  ending  homelessness  itself,  will  take  a  combined 
effort  in  which  all  relevant  agencies  of  the  Federal,  State  and  local  government,  as  well 
as  the  private  for-profit  and  non-profit  sectors,  do  their  fair  share.  VA's  new  homeless 
grant  and  per  diem  program  is  an  eminent  and  consequential  manifestation  of  VA's 
desire  to  join  with  the  non-Federal  sector  in  developing  new  strategies  for  addressing 
the  problems  of  homelessness  among  veterans.  Throughout  the  Summit,  and  on  many 
other  occasions  when  the  Secretary  addresses  the  public,  he  shows  strong  support  for 
VA's  grant  and  per  diem  program.  For  these  reasons,  Congress  should  feel  assured 
that  if  the  requirement  of  an  earmark  was  removed,  that  at  least  the  current 
earmarked  amount  will  be  directed  toward  the  homeless  grant  and  per  diem  program, 
as  long  as  the  overall  amount  of  funding  for  homeless  programs  is  not  reduced. 

Question  19b.  At  the  homeless  summit  VA  sponsored  on  February  24-25,  there  was 
a  great  deal  of  enthusiasm  for  this  program.  Would  VA  consider  directing  more  than 
the  current  $5.2  million  to  this  program  from  the  overall  VA  homeless  account? 

Answer.  VA  already  has  increased  the  $5.2  million  funding  by  approximately 
$300,000.  This  amount  resulted  from  adjustments  to  planned  funding  categories  from 
the  FY  1994  appropriation  for  Public  Law  102-590.  In  addition  to  this  grant  and  per 
diem  program,  VA  provides  per  diem  payments  to  non-VA  providers  of  therapeutic 
residential  services  to  homeless  veterans  through  its  Homeless  Chronically  Mentally 
111  (HCMI)  program.  The  HCMI  program  is  currently  funded  at  $28  milhon.  In  total, 
approximately  $11  million  is  allocated  for  contracts  with  non-VA  providers.  No  other 
adjustments  are  planned  at  this  time,  in  that  such  adjustments  would  require  reducing 
amounts  allocated  and  earmarked  for  VA's  other  homeless  programs. 

Question  20.  VA  has  indicated  that  HUD  has  made  an  additional  750  Section  8 
Vouchers  available  for  homeless  veterans  under  the  HUD-VA  Supported  Housing 
program. 

Question  20a.  Where  does  this  process  currently  stand,  and  how  much  would  it  cost 
VA  to  take  advantage  of  this  offer? 

Answer.  HUD  has  made  additional  Section  8  Housing  Vouchers  available  to 
homeless  veterans  in  the  HUD-VA 'Supported  Housing  (HUD-VASH)  Program  in  FY 
1994.  HUD  invited  Public  Housing  Authorities  to  apply  for  this  set  aside  Voucher 
Funding  through  a  Notice  of  Funding  Availability  (NOFA)  that  was  published  in  the 
Federal  Register  on  September  30,  1993.  HUD  has  just  completed  the  review  of 
applications  for  the  dedicated  Section  8  Housing  Voucher  and  expects  to  notify  the 
selected  Public  Housing  Authorities  before  April  30,  1994.  VA  will  then  distribute  FTE 
and  funding  to  nearby  VA  medical  care  facilities  so  that  case  management  services  can 
be  provided  to  veterans  who  receive  the  dedicated  vouchers  as  part  of  the  HUD-VASH 
Program. 

It  is  our  understanding  that  HUD  also  plans  to  dedicate  an  additional  750  Section 
8  Housing  Vouchers  for  homeless  mentally  ill  veterans  in  FY  1995.  If  these  additional 
vouchers  are  set  aside  for  homeless  veterans,  VA  would  need  to  dedicate  48  FTE  and 
$2.5  million  to  provide  case  management  services. 

Question  20.  VA  has  indicated  that  HUD  has  made  an  additional  750  Section  8 
vouchers  available  for  homeless  veterans  under  the  HUD-VA  Supported  Housing 
program 

Question  20a.  Where  does  this  process  currently  stand,  and  how  much  would  it  cost 
VA  to  take  advantage  of  this  offer? 

Question  20b.  Assuming  no  additional  appropriations  are  made  for  this  program, 
what  steps  will  the  Department  take  in  order  to  take  advantage  of  this  opportunity? 

Answer.  If  no  additional  appropriation  is  received  for  this  purpose  VA  would  need 
to  consider  redirecting  existing  resources  to  provide  these  dedicated  case  management 
services. 

Question  21.  The  proposal  to  draw  from  the  Health  Security  Act  investment  fund 
to  construct  eight  ambulatory  and  long-term  care  facilities  is  unacceptable.  The 
investment  fund  was  intended  to  ensure  that  VA  will  have  the  resources  needed  to 
compete  in  a  reformed  health  care  environment.  The  funds  set  aside  for  that  purpose 
must  remain  available  for  that  purpose.  The  investment  fund  was  not  intended  to  be 
a  substitute  for  an  annual  construction  budget  adequate  to  meet  the  health  care  needs 
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of  veterans.  How  will  the  eight  projects  that  would  be  funded  by  the  investment  fund 
contribute  to  VA's  current  health  care  mission,  and  how  critical  is  the  need  for  them? 

Answer.  The  eight  outpatient  clinic  projects  would  improve  veterans'  access  to 
ambulatory  care  within  the  VA  system.  This  effort  is  consistent  with  our  goal  under 
health  care  reform  to  shift  care,  where  clinically  appropriate,  from  inpatient  to 
outpatient  settings.  Such  shifts  in  the  provision  of  health  care  will  increase  both  the 
effectiveness  and  efficiency  of  our  medical  care  system.  While  it  is  true  that  our  policy 
to  shift  to  ambulatory  care  proceeded  health  care  reform,  this  shift  has  now  become 
critical  if  we  are  to  compete  effectively  under  reform.  These  improvements  will  also 
prepare  the  medical  centers  for  referrals  of  specialized  diagnosis  and  treatment  from 
the  many  primary  care  access  points  which  are  expected  to  be  established  under  health 
care  reform. 

Question  22.  The  major  project  budget  includes  design  funds  for  the  construction 
of  a  470-bed  medical  facility  and  120-bed  nursing  home  in  Brevard  County,  Florida. 
This  project  has  a  priority  rating  of  12.95.  The  budget  VA  originally  submitted  to  0MB 
also  includes  an  outpatient  clinic  and  nursing  home  to  be  built  at  the  site  of  the  Naval 
Training  Center  Hospital  in  Orlando.  It  is  now  proposed  to  be  funded  from  the  health 
care  reform  investment  fund.  This  project  has  a  priority  score  of  17.57. 

Question  22a.  How  does  the  need  for  these  two  facilities  compare? 

Answer.  The  new  medical  center  proposed  for  Brevard  County  addresses  the  long 
standing  need  to  extend  access  to  VA  care  in  general  to  the  underserved  population  in 
East  Central  Florida.  It  will  have  capacity  to  provide  both  primary  and  some 
specialized  in-and  outpatient  care.  Not  all  ambulatory  and  nursing  home  care  needs 
of  East  Central  Florida  can,  however,  be  met  with  construction  of  the  Brevard  County 
Medical  Center  alone. 

The  proposed  outpatient  clinic/nursing  home  at  the  site  of  the  Orlando  Naval 
Training  Center  Hospital  will  replace  the  crowded  and  inadequate  satellite  clinic 
currently  being  leased  in  Orlando  and  expand  its  capacity  to  accommodate  the  expected 
increase  in  workload.  It  will  also  satisfy  the  remaining  need  for  nursing  home  beds  in 
this  area  of  Florida. 

The  difference  in  scores  is  attributable  to  the  higher  program  emphasis  weight 
accorded  to  purely  ambulatory  care  projects  to  assist  the  nationwide  shift  toward 
ambulatory  care. 

Question  22b.  Would  scahng  back  the  size  of  the  Brevard  County  project  enable  VA 
to  go  forward  sooner  with  the  Orlando  project? 

Answer.  The  FY  1995  budget  only  requests  design  money  for  the  Brevard  County 
Medical  Center.  The  impact  on  FY  1995  funding  of  any  reduction  in  project  size  will 
save  only  10  percent  of  the  estimated  savings. 

VA  assumed  the  availability  of  the  Health  Care  Investment  Fund  at  the  start  FY 
1995,  i.e.,  at  the  same  time  as  the  construction  budget  appropriation. 

Question  23.  Two  research  facilities  have  been  included  in  the  Administration's 
budget  which,  according  to  VA's  answers  to  prehearing  questions,  were  not  requested 
by  VA.  The  facilities  are  at  Huntington,  WV,  and  Portland,  OR.  The  Huntington 
project  has  a  priority  rating  of  8.8  and  the  Portland  project  has  a  priority  rating  of 
10.14.  How  will  these  projects  contribute  to  VA's  health  care  mission  and  how  critical 
is  the  need  for  them? 

Answer.  Both  the  Huntington  and  Portland  projects  improve  our  ability  to  conduct 
research  programs  at  these  facilities.  The  research  program  at  Huntington  has 
increased  from  one  project  in  1976  to  over  50  projects  currently.  Research  is  being 
conducted  in  converted  nurses  quarters  in  space  that  does  not  meet  current  criteria. 
At  Portland,  research  labs  are  in  a  building  that  does  not  meet  seismic  safety  codes. 

Question  24.  In  response  to  prehearing  questions,  VA  indicated  that  the  decrease 
in  staff  and  increase  in  workload  in  VA's  Vocational  Rehabilitation  and  Counseling 
Program  would  result  in  a  caseload  increase  of  28  cases  per  Vocational  Rehabilitation 
Specialist.  What  will  be  the  effect  of  the  caseload  increase  on  timeliness  and  quality 
of  services,  and  what  steps,  if  any,  can  VA  take  to  manage  service  delivery  under  these 
circumstances? 

Answer.  In  1995,  the  average  number  of  days  from  the  time  the  veteran's 
application  for  vocational  rehabilitation  is  received  in  VA  to  the  date  that  the  veteran 
is  seen  for  his/her  initial  appointment,  will  increase  from  81  to  90  days.  Additionally 
in  1995,  the  average  number  of  days  that  veterans  who  are  actively  seeking 
employment  or  are  being  followed  for  a  minimum  period  of  60  days  before  moving  to 
rehabilitated  status  will  increase  from  261  to  290  days.  Every  effort  will  be  made  to 
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provide  veterans  with  the  best  service  possible  using  FTE  and  a  heavy  emphasis  on 
providing  services  by  quahfied  contractors.  Resources  will  be  placed  in  areas  that  have 
the  greatest  need.  Work  groups  have  been  established  to  focus  on  reengineering,  the 
way  we  do  business  in  the  Veterans  Benefits  Administration.  This  will  ultimately 
result  in  better  services  to  our  veteran  customer. 

Question  25.  The  proposed  budget  would  provide  $25  million  for  stage  III  of  VBA's 
ADP  modernization. 

Question  25a.  How  will  this  enable  VBA  to  complete  its  modernization  project? 

Answer.  The  $25.5  million  included  in  the  1995  budget  for  the  VBA  modernization 
program  would  permit  VBA  to  continue  with  plans  to  acquire  and  install  a  new 
information  processing  technology  base  within  VBA,  and  is  a  critical  step  that  is 
necessary  to  take  advantage  of  applications  software  to  support  redesigned  VBA 
business  processes. 

The  $25.5  million  in  the  1995  budget,  coupled  with  capital  investment  funding  of 
$3.8  million  in  1996,  would  allow  VBA  to  complete  the  acquisition  and  implementation 
of  information  processing  technology  for  the  VBA  modernization  program. 

Question  25b.  What  will  be  the  effect  on  timeliness  and  quality  of  service  delivery, 
particularly  in  light  of  the  increasing  workload? 

Answer.  It  would  be  premature  to  project  the  effect  of  Stage  III  of  VBA's  ADP 
modernization.  Installation  of  Stage  I  equipment  began  during  the  fall  of  1993  and  will 
be  completed  by  the  end  of  this  year.  The  impact  of  systems  and  applications  that  will 
be  developed  for  this  and  other  updated  equipment  cannot  be  accurately  assessed  until 
further  information  has  been  obtained.  Stage  III,  referred  to  as  VETSNET,  which  is 
a  total  redesign  of  the  Benefits  Delivery  Network,  will  be  installed  by  the  end  of  1996, 
so  its  effect  on  timeliness  and  quality  is  even  more  difficult  to  gauge  at  this  time.  Be 
assured,  however,  that  all  development  efforts  will  be  focused  on  improving  timeliness 
and  quality  of  service  delivery. 

Question  26.  In  answers  to  prehearing  questions,  VA  stated  that  VA  had  requested 
$2  million  for  the  Master  Veteran  Record  (MVR)  program.  These  funds  were  not 
included  in  the  budget. 

Question  26a.  Please  define  precisely  what  the  Master  Veteran  Record  program  is. 
MVR  is  a  new  approach  to  managing  veteran  information  that  is  shared  by  service 
providers.  The  program  is  being  implemented  as  a  collection  of  short  and  long  term 
improvements.  Using  the  most  common  data  about  each  veteran,  MVR  will  permit 
prompt  and  complete  service  responses  to  changes  in  veteran  status. 

Question  26b.  Please  state  exactly  what  the  Master  Veteran  Record  program  is 
designed  to  do.  MVR  is  designed  to  unify  service  delivery  around  a  Master  Veteran 
Record  so  that  critical  changes  in  a  veteran's  status  are  shared  promptly  across  VA. 
Examples  of  critical  veteran  status  changes  are  change  of  address,  change  of  family 
status,  change  of  representation,  bankruptcy,  appeal,  medical  treatment  locations, 
death  and  burial  locations.  Sharing  this  veteran  data  among  VA  service  providers 
allows  them  to  serve  veterans  more  promptly  and  completely. 

Question  26c.  How  would  the  Master  Veteran  Record  program  have  improved  VA 
management  and  service  delivery? 

MVR  will  improve  operational  efficiencies  and  service  delivery  from  the  Veteran's 
perspective.  VA  maintains  client  information  in  multiple,  independent  program 
systems.  MVR  will  enable  VA  to  improve  internal  management  processes  by 
establishing  a  consistent  view  of  the  full  range  of  benefits  that  a  particular  veteran 
receives.  It  will  enable  VA  to  network  multiple,  independent  systems.  Veterans  will 
experience  fewer  run-arounds  and  repetitious  questions.  In  the  past  VA  has  appeared 
to  be  multiple  agencies  to  the  veteran.  When  a  veteran  has  a  change  of  status  such  as 
change  of  address,  change  of  family  status,  death,  etc.,  MVR  will  enable  VA  to  act  as 
one  Department  to  ensure  that  the  veteran  receives  complete  service.  MVR  will  make 
it  possible  to  provide  veterans  with  quick  responses  to  their  inquiries. 

Question  27.  Pending  before  the  Congress  is  a  federal  "buyout"  plan,  which  would 
allow  VA  to  pay  up  to  $25,000  for  employees  to  resign  or  take  early  retirements. 

Question  27a.  If  the  plan  is  passed  by  Congress,  does  VA  plan  to  use  this 
authority? 

Answer.  VA  would  definitely  use  this  authority  in  Fiscal  Year  1995.  Our  use  in 
Fiscal  Year  1994  depends  on  when  the  legislation  is  passed,  and  the  extent  to  which 
we  are  required  to  make  contributions  to  the  retirement  system. 

Question  27b.  To  which  employees  would  VA  offer  the  buyout  incentive? 


Ill 


Answer.  In  Fiscal  Year  1995,  we  would  target  those  positions  identified  for 
reduction  in  our  streamlining  plan,  which  will  include  supervisory  and  administrative 
positions  in  Central  Office  and  field  facilities. 

In  Fiscal  Year  1994,  we  would  limit  buyout  coverage  to  the  higher  grades  and  areas 
where  we  are  undergoing  reductions  such  as  our  Supply  Depots. 

Question  27c.  How  would  VA  pay  for  it? 

Answer.  It  is  anticipated  that  all  buyouts  and  contributions  to  the  retirement  fund 
will  be  paid  out  of  salary  savings  generated  by  not  filling  behind  those  taking  buyouts. 

Question  28a.  How  much  funding  did  VA  recommend  to  0MB  for  the  State  Home 
construction  program  for  FY  1995? 

Answer.  The  amount  of  resources  requested  from  0MB  for  the  Grants  for 
Construction  of  State  Extended  Care  Facilities  program  for  FY  1995  was  $60,000,000. 

Question  28b.  How  much  construction  funding  is  available  for  priority  group  I 
applications  for  FY  1994? 

Answer.  There  will  be  $26,262,000  carried  over  from  FY  1993  plus  $41,080,000  for 
FY  1994  for  a  total  of  $67,342,000  minus  reserve  of  $6,122,000,  leaving  $61,220,000 
for  priority  group  I  applications  for  FY  1994. 

Question  28c.  Will  VA  be  able  to  fund  all  of  the  priority  group  I  applications  for 
which  the  states  have  obtained  the  matching  35-percent  share  of  funding  for  FY  1994? 

Answer.  It  has  been  VA's  experience  that  not  all  grants  for  State  homes  that  are 
conditionally  obligated  for  funding  for  a  given  fiscal  year  are  actually  fully  funded  in 
that  year,  as  funding  is  contingent  upon  the  State  fulfilling  the  requirements  for  the 
grant  within  a  180  day  limit.  There  were  45  priority  group  one  projects  on  the  August 
15,  1993  Priority  List.  Three  of  those  projects  will  either  have  been  or  will  be 
withdrawn  by  the  States,  leaving  42  priority  group  one  projects  for  funding  in  FY  1994. 
Given  past  experience,  it  is  unlikely  that  the  States  will  meet  the  requirements  for 
funding  all  of  those  projects  within  the  set  time  frame.  However,  should  the 
requirements  be  met,  full  funding  in  FY  1994  is  available  for  29  projects. 

Question  28d.  At  this  time,  how  much  funding  would  be  needed  to  fund  all  priority 
group  I  applications  in  FY  1995,  including  the  projects  that  cannot  be  funded  in  FY 
1994? 

Answer.  The  following  13  priority  one  projects  will  be  carried  over  to  FY  1995. 
(dollars  in  thousands) 


FAI  50-007 

VT  (Bennington) 

Ren.+7  Dom  Beds 

112 

FAI  42-012 

PA  (Spring  City) 

Dietary  NHC 

3,808 

FAI  25-032 

MA  (Holyoke) 

Handcap  ACC  NHC 

147 

FAI  34-018 

NJ  (Menlo  Park) 

Fire  Protec  NHC 

2,796 

FAI  25-034 

MA  (Holyoke) 

Asbestos  NHC 

139 

FAI  25-035 

MA  (Holyoke) 

Spinal/Elec/NHC 

307 

FAI  25-036 

MA  (Holyoke) 

Elec.  Sys/NHC 

456 

FAI  55-019 

WI  (King) 

Water  Tmt/NHC 

1,849 

FAI  55-020 

WI  (King) 

Ren  Food  Svs/NHC 

975 

FAI  44-004 

RI  (Bristol) 

Gen.  Ren.  NHC 

582 

FAI  09-011 

CT  (Rocky  Hill) 

Life  Safety  Dom 

995 

FAI  38-005 

ND  (Lisbon) 

Ren  laun/bth  Dom 

110 

FAI  25-037 

MA  (Chelsea) 

Fire  Alm.Com 

761 

Total: 

$13,037 

WRITTEN  QUESTIONS  FROM  SENATOR  AKAKA  TO  THE  DEPARTMENT  OF 
VETERANS  AFFAIRS  AND  THE  RESPONSES 

Question  1.  Last  year,  Congress  provided  an  add-on  of  $8  million  for  homeless 
initiatives.  I  understand  that  VA  distributed  some  of  the  funds  to  local  stations  and 
kept  some  funding  for  local  office.  I  further  understand  that  Hawaii  submitted  a 
homeless  proposal  for  consideration,  which  was  denied. 

Question  la.  Could  you  provide  me  with  a  paper  listing  the  specific  pro- 
jects/programs the  $8  million  was  spent  on? 


112 

Question  lb.  What  was  the  basis  for  rejecting  Hawaii's  apphcation  for  homeless 

funding? 

Answer.  In  FY  1993,  $10.35  milUon  was  available  to  establish  new  VA  homeless 
veterans  treatment  programs  or  augment  existing  programs.  The  Honolulu  VAM&ROC 
was  one  of  131  VA  medical  centers  which  presented  proposals  for  use  of  these  limited 
resources.  All  proposals  were  reviewed  by  a  Review  Committee  that  included  the 
representation  of  Regional  Planners,  VACO's  Mental  Health  and  Behavioral  Science 
Service,  Domiciliary  Care  Programs,  VBA's  Veterans  Assistance  Services  and  the 
Northeast  Program  Evaluation  Center. 

The  Review  Committee  identified  both  strengths  and  weaknesses  in  the  proposal 
from  the  Honolulu  VAM&ROC.  While  the  proposal's  objectives  were  well  stated  and 
defined  a  wide  range  of  services  to  be  offered  to  homeless  veterans,  the  description  of 
the  proposed  program  to  be  implemented  did  not  address  activities  that  would  meet 
the  program's  objectives.  In  addition,  the  proposal  suggested  an  unusual  staffing 
pattern  for  the  t5T)es  of  programs  proposed  and  did  not  describe  the  responsibilities 
associated  with  these  positions.  The  proposal  was  identified  as  a  collaborative  project 
with  the  Social  Security  Administration  (SSA),  which  implies  that  each  organization 
is  prepared  to  contribute  something  special  to  the  initiative.  However,  the  proposal's 
description  of  SSA  services  appeared  to  be  routine,  and  the  SSA  Office  in  Honolulu  did 
not  submit  a  letter  of  support  for  this  collaborative  project. 

The  Review  Committee  was  pleased  that  the  VAM&ROC  had  undertaken  some 
initiatives  to  serve  homeless  veterans  within  the  facility's  existing  capabilities,  but  was 
surprised  by  an  apparent  lack  of  consistent  involvement  with  community  coalitions  or 
coordinating  committees  that  address  the  multiple  needs  of  homeless  individuals.  The 
Honolulu  VAM&ROC  is  encouraged  to  rewrite  and  resubmit  a  proposal  for  a  homeless 
veterans  treatment  and  assistance  program  in  light  of  the  comments  of  the  Review 
Committee.  A  revised  proposal  will  be  held  on  file  and  will  be  considered  if  additional 
funds  become  available. 

Question  Ic.  What  criteria  does  the  Department  use  in  deciding  how  homeless 
projects  are  funded? 

Answer.  Principal  criteria  used  to  determine  how  homeless  veterans  programs  will 
be  funded  include: 

a.  The  clarity  of  the  written  proposal,  including  concrete  program  objectives  and  a 
clear  description  of  how  the  proposed  program  would  meet  those  objectives; 

b.  Evidence  that  the  VA  facility  is  committed  to  serving  homeless  veterans  and  has 
committed  existing  resources  to  that  effort; 

c.  Evidence  that  the  VA  facility  has  established  relationships  with  organizations  in 
the  community  that  are  assisting  homeless  individuals; 

d.  In  collaborative  project  proposals,  evidence  that  the  partner  VA  is  proposing  to 
collaborate  with  is  willing  to  dedicate  special  resources  to  assure  success  of  the  joint 
proposal; 

e.  Appropriateness  of  the  proposed  staff  for  the  program  and  descriptions  of  the 
services  these  staff  will  provide  to  homeless  veterans; 

f  Appropriateness  of  the  requested  budget. 

Question  2.  VA  is  currently  conducting  a  study  of  PTSD  in  minority  veterans 
(formerly  known  as  the  Matsunaga  Minority  PTSD  Study)  as  a  follow-on  to  the 
National  Vietnam  Veterans  Readjustment  Study.  The  minority  study  has  been  broken 
into  two  components,  a  Native  American  study  based  in  Denver  and  an  Asian- 
Hawaiian  study  based  in  Seattle. 

Question  2a.  What  are  the  anticipated  completion  date  for  the  Denver  and  Seattle 
studies? 

Answer.  The  anticipated  completion  date  for  the  Matsunaga  Study  is  September  30, 
1995. 

Question  2b.  What  steps  have  been  taken  to  ensure  that  the  Seattle  study  is 
conducted  in  a  culturally-sensitive  manner?  What  specific  peer  review  or  oversight 
mechanisms  have  been  used  to  review  its  design  and  implementation? 

Answer.  To  ensure  cultural  sensitivity,  focus  groups  have  been  conducted  with 
Native  Hawaiian  and  Japanese  American  veterans  in  which  all  interview  questions 
were  discussed.  Based  on  that  feedback  and  on  consultation  from  experts,  all 
questionnaire  items  were  modified  when  necessary  so  that  they  would  be  culturally 
sensitive.  These  experts,  who  are  still  working  with  the  study,  are:  David  Takeuchi, 
Ph.D.;  Naline  Andrade,  M.D.;  Sam  Sushimi,  Ph.D.;  and  Al  Batres,  Ph.D. 
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This  project  was  subjected  to  a  very  stringent  peer  review  process  through  VA's 
Health  Services  Research  and  Development  (HSR&D)  program.  It  has  been  approved 
as  a  service-directed  HSR&D  project.  This  means  that  there  is  continuous  oversight 
and  monitoring  by  a  panel  of  experts  selected  by  HSR&D.  There  is  an  annual  meeting 
between  project  staff  and  this  expert  panel  to  review  all  pertinent  scientific  questions 
regarding  design  and  implementation. 

Question  3.  On  January  4,  1994,  I  wrote  a  letter  to  you  requesting  that  you 
undertake  a  review  of  the  Pacific  Center  for  PTSD  in  Hawaii. 

Question  3a.  What  is  the  status  of  that  request? 

Answer.  A  VACO  Financial  Integrity  Team  has  audited  the  Pacific  Center  and  an 
independent  review  of  the  Pacific  Center  has  been  carried  out  by  reputable  Veterans 
Organizations  in  Hawaii.  In  addition,  the  VAMROC  Honolulu  is  preparing  specific 
responses  to  a  series  of  questions  prepared  in  VACO  in  relation  to  the  allegations  in 
the  local  Hawaii  media  about  the  Pacific  Center.  It  is  anticipated  that  these  materials 
will  be  in  VACO  by  the  end  of  this  month.  They  will  be  reviewed  and  forwarded  with 
appropriate  comments  and  action  plans  to  your  office  as  soon  as  possible,  with  April 
15,  1994  as  an  anticipated  target  date. 
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